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In the Record 


Should You Neither a Borrower Nor Lender Be? 

When people earn more money they buy more goods and 
borrow more than they did before to buy still more goods. 
Lenders are happy because the bigger earners seem to be 
better risks. So the average amount which borrowers bor- 
row has gone way up since prewar. 

There have been some changes in lending-borrowing hab- 
its. Before the war, there was relatively more buying on 
sales instalment credit. For example, in buying a car, the 
papers were generally signed in the store and later turned 
over to a finance company which collected from the purchaser 
of the automobile every month. Now, more than likely, the 
prospective buyer goes to a lending agency direct, borrows 
the money to buy the car and takes the cash or equivalent 
with him to the automobile dealer. This change has been 
coincidental to the rise of personal-loan departments in the 
commercial banks, which, before the big depression, left 
small consumer loans to small-loan companies. 

A study of the cash loan business starts on page 397. It 
makes interesting reading. For example, did you know the 
range of interest rates run from 6% to 1,200%? 


On Cutting Costs .... 


“Cost saving is a continuous effort,” writes one executive. 
In his company, it is not a matter of sudden conversion, 
although the effort “is intensified” at the time of preparing 
quarterly budgets. The budget director and his boss, the 
comptroller (who heads the budget committee) , lead in the 
hunt for corners to cut. Later, operating costs are compared 
in detail with the budget. By that time another quarter is 
coming over the hump. So the effort never ends. Turn to 
page 395 for a summary of a survey of how many companies 
are tackling this problem of keeping administrative and 
overhead costs down. 

e e e 


Freighted with Significance 

Several aspects of moving goods differ in Europe from 
here. One is the multiple national controls that characterize 
the intra-European market. How different from here where 
the trade of forty-eight states is carried on with no customs 
boundaries restricting it! Goods made in Connecticut or 
Vermont do not have to go in bond across a dozen countries 
to get to Minnesota or Colorado. And once they have ar- 
rived in Minneapolis or Denver, they are not subject to 
duty. It is one of the many causes of our rapid rise to 
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industrial supremacy—this absence of internal tariff walls. 

Of course once upon a time it was even worse in Europe 
than it is now—back before the rise of nationalism when 
lords and barons controlled small stretches of the pike and 
waterways—and tolls were paid all along the way. Perhaps 
one of these days western Europe will be forced to end these 
national present-day barriers to its trade? 

A second difference is the greater extent to which the 
waterways in Europe have been used to move goods. True, 
iron ore and limestone are transported over the Great Lakes, 
coal barges are pulled over the Ohio and Mississippi, brick 
and sand are brought down the Hudson—and the quantity 
of this lake and river traffic is mighty. But it is still rather 
puny compared with the grand totals hauled by rail and truck. 

These two factors—multiple national controls and greater 
dependence on waterways—come to mind in reading the 
analysis of Europe’s transport system status (page 390). 
Freight cars and locomotives have had to be unscrambled 
since the end of the war, and while distribution to the vari- 
ous countries has largely been effected by now, many ques- 
tions of ownership still remain. Sections of the waterway 
systems have still to be restored, with the result that the 
creaking railroad systems have to handle more than their 
wonted share of goods. 

Another factor impressive to the American mind as he 
reads the story is the inadequacy of European motor trans- 
port in relieving the strain on the railroads. 


Here and There in the Record 


A number of war controls are still on the books four years 
after the end of hostilities. What are they and when will 
they end? They are discussed on page 425 and listed begin- 
ning on the same page. . . . The turnover on old houses is 
not so great, the purchase of new houses greater. What are 
the indications for the immediate years ahead? (Page 410.) 

. . In August we said that Americans don’t eat so much 
lamb as formerly. But it isn’t because we have turned to 
raising sheep for their wool. We haven’t. We just don’t 
raise so many sheep as before. This interest in foreign wool 
is one source of dollars for the dollar-hungry world (page 
404). . . . The states are coming down harder and harder 
on business. Taxes and more taxes. And more and more 
kinds of them (page 402). . . . Inventories continued down- 
ward in August. But there are indications that the decline 
is nearing its end. Charts on pages 415, 416 and 417 present 
the picture for ten industries. 
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European Transport Problems 


REIGHT movements along continental European 
railways are exceeding prewar totals, but the vol- 

ume of traffic on inland waterways and highways is 
not so great as it was before the war. In all, facilities 
have about kept pace with the demand arising from 
increased production.t 

To achieve these results has meant a costly rehabili- 
tation of facilities. Investment in transport has been 
at a fantastically high rate. (See Table 1.) In 1947. 
gross investment was in many cases larger than for 
all manufacturing and in 1948 it continued to repre- 
sent an extremely high percentage of total investment. 
In normal circumstances, investment in transport is 
much smaller than in manufacturing.” 

Reestablishment of adequate transportation faci- 
lities has been complicated by factors other than 
physical equipment. Political and currency difficul- 
ties have been great hindrances to normal trading. 
The uneconomic use of the railroads in transporting 
coal, the single most important commodity carried, 
is the best example of waste of resources. Austria, 
which formerly received its coal from Polish Silesia, 
has since the war been the chief recipient of coal 
from the Ruhr. France, which was the largest prewar 
customer of Ruhr coal, now trades manufactured 
products for Silesian coal, under a bilateral agree- 
ment. The resultant crosshaulage of coal has ab- 
sorbed an important portion of transport facilities.* 
This type of problem can be solved only by the rein- 
troduction of normal economic life in Europe. 


RAILROADS 


The war reduced rail transportation to rubble. 
More than 15% of existing freight cars were destroyed 
and 40% were damaged; passenger cars and loco- 
motives fared no better. The extensive destruction of 
thousands of miles of railroad lines, bridges, stations, 
construction and repair sheds, coupled with the inten- 
sive wartime use of existing facilities and lack of main- 
tenance or repair, further depleted the rolling stock 
and led to an almost complete stoppage of trains in 
most countries shortly after the war. 

Prior to the destruction of the war, European rail- 
ways were in generally good condition. The fleet of 
cars and locomotives were more than ample for the 


1The data for some eastern European countries are so incomplete 
or unavailable as to make their inclusion in this article impossible. 

*In the United States, expenditures in 1947 for new plant and 
equipment in transport equaled only one sixth of investment in 
industry. 

3A Report of the President’s Committee on Foreign Aid, “European 
Recovery and American Aid,” Nov. 7, 1947, p. 217. 


needs of the existing economies. A surplus of locomo- 
tives and about 1.7 million cars was maintained 
primarily to keep roads ready for military needs. In 
spite of the fact that the average freight car was about 
twenty-seven years old,! relatively rapid train move- 
ments and turn-around time resulted from good or- 
ganization and operating efficiency. 


Table 1: Capital Expenditures for Transportation 
in Selected European Countries 
Sources: United Nations; Taz Conrerence Boarp 


All Capital 


Manufacturing 
Expenditures 


Count Y 
pesia Capital Expenditures 


France 


tanatins aad paths Coaicalovabie Gial thaly tetas only Wp tel eee 
expenditures exclude armaments and consumers’ capital except dwellings. 

Seizure of much of the existing rolling stock and 
motive power by the Germans rendered more diffi- 
cult the problems of construction and redistribution 
of equipment for the nations of Europe. 

The task of rehabilitation depended primarily upon 
the extent of destruction of road and equipment and 
the relative industrial capacity in each nation. The 
extent of damage varied widely. France and other 
countries across which the major portions of the war 
were fought lost a great amount of their equipment. 
Denmark and Norway came out relatively unscathed, 
(Table 2.) 

At the end of the war, a partial rehabilitation of 
rail transport was achieved by using many damaged 
vehicles to make a serviceable one. More than 50,000 
freight cars and 1,000 locomotives brought to the con- 
tinent by the allies and the UNRRA greatly assisted 
the program. 

The use of these short-term expediencies, plus the 
initial aid, barely enabled railroads to move the rela- 
tively few products of the war-shattered economies. 
The peak loads of the harvest period of 1946 created 
a demand for rail equipment that could not be fully 


1The German system, built largely after 1918 and modernized in 
1980 by extensive replacement, had cars whose average age was 
somewhat under twenty-two years. 
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met. About 40% of the large potato crop had to be 
left on the ground. In the winter of 1946-1947, the 
frozen Rhine threw an added burden on the rail trans- 
port facilities of the Ruhr, where about 15,000 more 
tons of coal a day were being mined than could be 
moved. The railroads at the north German ports were 
forced to dump mineral cargoes on the docks so that 
grains could be carried. 

In 1947, the railroads made an outstanding effort 
to avoid a recurrence of crisis during the peak periods, 
By the end of that year, about 80% of the roadways 
and structures destroyed by the war had been re- 
paired or replaced;! approximately 1.3 million service- 
able freight cars were in operation—almost 80% of 
the prewar total. In 1948, the continued heavy in- 
vestment resulted in progress in replacing worn-out 
roads and equipment in most European countries, 
These improvements resulted in greater efficiency; the 
turn-around time for lines in most countries was great- 
ly reduced as a result of better operating and the re- 
construction of marshalling yards.2 An increase of 
27% over 1938 in average length of haul is indicative 
of the sharp increase in ton-kilometers in 1947 and 
again in 1948. (See Table 3.) Because the fewer 
available freight cars were carrying heavier loads, rail- 
roads were able, in 1947 and 1948, to maintain their 
prewar relationships to industrial production. 

The problems facing rail transport are still manifold, 
Estimates of the requirements of new freight cars for 
Europe, made at the September, 1947, Paris Confer- 
ence of the Committee of European Economic Coop- 


United Nations, Department of Economic Affairs, ‘Transport and 
Communication Division, Transport and Communication Review, 
Oct.—Dec., 1948, vol. 1, No. 2, p. 60. 


*United Nations, Department of Economic Affairs, “Economic 
Survey of Europe in 1948,” p. 18. 


eration, run to well over 150,000 a year for 1949, 1950 
and 1951, Although these figures contain various ques- 
tionable assumptions, they still serve as a rough indi- 
cation of the great need for rolling stock. 

The large number of cars in poor condition is an- 
other problem facing the roads. It is large because 
of shortages of repair facilities and the heterogeneity 
of stock. The first problem, which is being attacked 
by allocation of resources to railroads, depends for 
success upon the productive capacity of the individual 
countries. The second problem was created by the 
scattering of rolling stock around Europe, first by the 
Germans and then by the liberating forces. The Ger- 
mans relettered many of the cars, so that identifying 
the rolling stock is difficult That is not all. Once 
identity has been established, there is still the problem 
of getting the cars back to the home country; this 
has become entangled with the whole general ques- 
tion of restitutions by Germany. The allies claim the 
German cars as war booty, while the United States 
Bizone authorities resist these claims and ask for a 
return of German stock. The United States has also 
entered counter claims against the allies for the return 
of Transportation Corps equipment. At present, each 
country has in its possession much foreign equipment 
for which it does not have replacement parts. When 
these cars can be repaired, it is usually a costly pro- 
cedure. Reintroduction of car exchange agreements 
and the concentration of rolling stock will provide 
additional serviceable equipment to the roads. 


INLAND WATERWAYS 


The destruction of war brought at least 80% of the 
inland waterways system to a standstill. The stretch 
of navigable rivers and canals that formed a compre- 


TABLE 2: SERVICEABLE! STANDARD-GAUGE RAILWAY ROLLING STOCK? 


Locomotives 


Country 
Prewar |At Liberation] 1047 as 
Number jas Percentage! Percentage 

of Prewar of Prewar 

Austria EL Pe Anas |) ee AS 1,660 na, 
(TL ty ao yy eure i a a ria 2,750 37 88 
PER et env teens , 500 na, na 
Cuechoslovakia. ......56 066660 3,600 57 80 
MEIC oe Sergi a seb te ee ee 500 100 106 
RUMIMME are ORs e ee ovse sete te 18,200 Q7 \ 77 
EEG hin) iy attiven vues 9,100 56 57 
Ege Co EE ah eee 1,900 AT 66 
CMEC OT CVG VY vie ck vas Se es 1,600 nd. 7” 
Te tit. chit hud dustin ov 4,800 48 67 
MMT § a's dip. da ¥ ssstin» slk.o.0. abe 150¢ 47 55 
URINE ar ten nti a veh neces 900 Q5 101 
SEEN Ay he vie BAN Wed hha oo 430 81 87 
REE Pelee itday +p tied na we ries 0 4,000 56 nd, 
Se cos ater, ike atte. ahs 1,988 80 na, 
i ee cri Pe ee 1,980 80 na, 


erviceable railway rolling stock includes serviceable equipment currently in 
use and equipment being re or maintenanced, 

data, prepared by the transportation and communication division of 
the Department of Economic Affairs, are approximations, 


Source; United Nations 


EE 


ea 


Freight Cara Passenger and Baggage Cars 


Prewar {At Liberation] — 1947 as Prewar |At Liberation] — 1947 as 
Number jas Percentage} Percentage Number jas Percentage! Percentage 
of Prewar of Prewar of Prewar of Prewar 
$0,900 na. 155 7,000 na. 63 
98,000 40 78 7,800 42 83 
10,000 70 na. 900 nds na. 
86,000 58 70 11,500 837 58 
10,700 140 150 2,300 87 88 
400,000 43 78 28,000 22a 60 
230,000 81 &3 $4,000 na, 59 
56,000 51 57 8,000 Q1 85 
$7,700 51 65 4,500 na, 48 
119,000 51 87 11,000 @3 62 
6,700 58 66 400 40 68 
26,000 23 71 2,900 oo 43 
10,600 108 11 1,200 67 89 
140,000 61 2b 9,700 33 na 
47,600 48 102 8,700 51 na 
50,500 15 nd, 4,570 na na 


‘Standard and narrow gauge stock, 

aPassenger cars only, 

bKigure for the territory served by the Poliah railway, 
eKatimated, 
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hensive network of waterways was rendered almost 
completely useless by the obstruction of channels, by 
blown-up road and rail bridges, wrecked and scuttled 
ships and unserviceable locks. Navigation in France, 
Germany and Poland was brought to a complete 
standstill. Almost one half of the craft in the Euro- 
pean fleet was lost. Of the remainder, a large portion 
was either damaged or in a bad state of repair. And 
many of these craft were widely scattered throughout 
Europe. 


This system of waterways was kept in a good state 
of maintenance before the war, and was undergoing 
improvements and extension. The important water- 
ways were thoroughly internationalized, and all na- 
tions had equal rights in using them. The mobile 
equipment in use was ample but overage. There was 
a need for replacement of obsolete equipment, a proc- 
ess that was being carried out by some countries. 


Progress of Reconstruction 


Initial work in reconstruction of waterways was 
carried out by military authorities in their advance. 
After the war, this work was taken over by civil au- 
thorities. Work in general coincided with the recon- 
struction of railways and roads, which were given 
somewhat higher material and labor priority. The 
program, therefore, progressed somewhat slower than 
the plans for rehabilitation of other means of trans- 
port. This was especially true in eastern and south- 
eastern European countries, which were handicapped 
by shortages of raw materials and machine tools and 
by difficulties in procuring certain types of equip- 
ment. 


By the end of 1946, a major portion of the Dutch, 
Belgian and French systems was restored. Germany 
had also reinstituted traffic on all main waterways. 
The Elbe was open between Czechoslovakia and Ham- 
burg, and the last obstruction was cleared on the 
Danube. Although by mid-1948 a large portion of 
the Oder network had been rebuilt, the regulation of 
the upper and middle Oder was a long-term problem 
because of the destruction of dams and water control 
points in Poland; and it is not expected that navi- 
gation will be completely restored to normal for a con- 
siderable time. Taking the inland waterway network 
as a whole, more than 85% of the waterways were 
practicable for navigation by the end of 1947. (See 
Table 4.) 


In general, the progress of physical restoration of 
waterways has been good but the volume of traffic has 
not recovered proportionally. On the main navigable 
rivers, the Rhine, Danube and Elbe, the volume of 
traffic has been reduced in proportion to the available 
carrying capacity. Inland water transport is carrying 
far less than its historic share of freight traffic; a large 
portion of available carrying capacity has been idle 
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while other forms of transport have been overbur- 
dened. (See Table 5.) 

The vast bulk cargoes from overseas, which tradi- 
tionally were carried from the ports of Antwerp and 
Rotterdam up the Rhine to southwest Germany 
(the most efficient method of shipping bulk cargo to 
this area) , now move through the north German ports. 
The Rhine waterway system, which served the Ruhr 
coal basin in moving cargoes from that area to the 
Low Countries for consumption there or export, no 
longer fulfils this function. These uneconomic uses 


Table 3: Net Ton-kilometers of Freight Moved 
by Railways in Selected European 
Countries 


Source: United Nations 
Index Numbers: 1988=100 


Luxemburg..... 404 | na. 25 48 84 115 
Netherlands. ...| 2,040 73 100 94 lll 125 
Norway........ 829 87 72 102 128 139 
Poland... eens 20,376c} n.a n.a 95 104 188 
Yugoslavia...... 4,242 | na n.a 81 122 n.a 


Quantities and indexes refer to 1937 base. 
2Quantities and indexes refer to freight tons carried. 
Fi an’ Bika 

bJuly-December. 

cPrewar territory. 


of existing inland waterway facilities on the Rhine are 
due primarily to currency difficulties. Clearings be- 
tween the Bizone and the Low Countries, whose 
currencies are not quoted in terms of one another, 
have not been fully worked out. In order to conserve 
dollars, the Bizone uses the ports of Hamburg and 
Bremen, where it can pay in marks. For the same 
reason, the use of Dutch and Belgian fleets in intra- 
German haulage on the Rhine has not been feasible. 
This has resulted in a wasteful crosshaulage of goods 
and the use of rail equipment in Antwerp and Rotter- 
dam. The reticence of the liberated countries to 
permit ex-enemy crews to enter their waters, and the 
reciprocal measures taken by the occupation authori- 
ties have also been factors contributing to wasted 
transport resources, 

In early 1948, the Military Government of the 
United States in Germany estimated that an addi- 
tional ten million tons of badly needed coal could be 
moved from the Ruhr basin if the idle Dutch and Bel- 
gian barges and tugs were more fully utilized. That 
figure includes five million tons being moved by rail, 
releasing at least 8,000 freight cars for other service." 


Bolg es Recovery Program, “Inland Transport,” 1948, Com- 
modity Reports, p. I-16. 
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In the fall of 1948, the Inland Waterways Transport 
Agreement was reached between representatives 
of the Netherlands and Belgium and the Joint Export 
and Import Agency (JEIA) acting on behalf of the 
Bizonal Military Governments. The most important 
feature was the routing of cargoes by JEIA to Ger- 
many on the basis of the most efficient use of trans- 
port, instead of on the basis of foreign currency. The 
waterways of the Rhine, with its canals and ports, 
were open along their entire length to vessels of the 
Netherlands, Belgium and Germany in accordance 
with international practice and usages. 

The shift in commodity flow to the ports of the Low 
Countries was not great during the first few months 
the agreement was in force. It is hoped, however, that 
the end of currency difficulties and greater freedom of 
traffic will tend toward creating a distribution of 
traffic more in keeping with the freight-carrying po- 
tential of the inland waterway system, thus relieving 
an overburdened rail transport system. 


ROAD TRANSPORTS 


The systems of highways in Europe prior to the 
war generally lagged behind the advances in the 
speed, size and carrying capacity of motor vehicles. 
Although some nations had completed considerable 
construction work, the network as a whole just bare- 
ly met the needs of existing traffic. The fleets of com- 
mercial and private vehicles, though somewhat aged, 
were adequate to meet the then current needs for 
motor transport. 


Table 4: Length of Navigable Waterways 
Source: United Nations 
(1,000 Kilometers) 


Country 


OOOOH. Mere cachlavel es 
EIR VCR I LEXY, « Visnisk sigex ts 9 
Netherlands................ 
tot 3 BES Were fn ie 


The war took a heavy toll of the highways, roads 
and bridges. It has been estimated that more than 
300,000 kilometers of first-class and second-class roads 
were completely destroyed or very severely damaged 
and that approximately 100,000 viaducts, bridges and 
culverts were demolished. The loss of motor vehicles 
was extremely heavy and more than half of those 
remaining serviceable averaged between ten and 
twelve years old. (See Table 6.) All vehicles suffered 
from very intensive use and insufficient maintenance. 
Lack of proper lubricating oils and scarcity of tires 
and spare parts further reduced the effectiveness of 
the fleet. 

Because a system of roads was necessary to supply 
an army, the military authorities of the liberating gov- 
ernments supplied extensive technical and material 
aid. With the use of the materials and equipment sup- 
plied, a number of countries were able to reopen their 
roads to traffic in a comparatively short time. It has 
been estimated that by the end of 1947 a major part 
of war damage to the road network had been made 
good in most countries and that roads were almost 
back to prewar standards." 


MOTOR VEHICLES TO THE RESCUE? 


The growth of motor vehicle fleets after the war 
appears to have been rapid. (See Table 6.) By the end 
of 1947, the number of commercial vehicles showed 
an increase as compared with 1988. Part of the in- 
crease came from the conversion of many passenger 
vehicles into small trucks and buses. The increase in 
passenger vehicles has been small, not reaching the 
1988 level for most major European nations. These 
figures, however, do not indicate the limited extent of 
individual vehicle operations; gasoline shortage and 
rationing, shortages of tires and parts, and the age of 
the vehicles have all tended to restrict the use of mo- 
tor transport to relieve the other overworked facilities. 

1United Nations, Department of Economic Affairs, Transport and 


Communication Division, Transport and Communication Review, 
vol. 1, No. 2, p. 20. 


TABLE 5: CARRYING CAPACITY OF INLAND WATERWAYS AND TONS CARRIED 
Sources: United Nations; cn Institut National de Statistique; Statistiky Zpravodaj (May-June, 1949); Maandstatick van Verheer 


en 


ervoer in Nederland (December, 1948); Statistical Yearbook of Poland, 1948 


1938 = 100 


Coentry 19388 

Millions of Millions of 

Metric Tons Metric Tons 
PAP PM Te Fe haha tah pik che Fo oe te i 2.5 58.9 66,2 
Czechoslovakia 0.29 54.5 75.8 
ONS SOS TSU GS Ts.. ATE, PRR 4.1 64.7 na 
RECN cca uiae 75 aw ARAGON Ele. crite a civcelely 42a 22,0 48. 7d 
CROGLATICUS, Gute A Aas fere FH vote cin) eek & 3.9 43.6 58.2 
SOIT EGt hs Son vinitteietn eh Mea ie 6 sce EN py na. 40.0 na 
AIPOMAVIAD. cue re ts Hee Tie. Ment Prareiy 0.49 63.6 na 


aFigure is a rough approximation. 
bTotal loadings on the inland waterways of France, 


dSource not strictly comparable, 
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TABLE 6: MOTOR VEHICLES IN SELECTED EUROPEAN COUNTRIES 
Source: McGraw-Hill International Corporation 


Index Numbers: 1937=100 
1937 1944 1946 1947 
Country 3 m 
P “Can on Passenger | Commercial | Passenger | Commercial | Passenger bee aca ee 
(Thousaadsjil (Thousands) Cars Vehicles Cars Vehicles Cars Vehicles 
; i 30.0 17.5 n.a. n.d. 58.6 131.0 77.0 160.6 
=| 19.7 5.0a 35.7a 61.3 93.9 81.3 107.3 
4 26.2 n.a. n.d. 22:2 183.5 56.7 183.5 
: 0 41.9 7.0b 57.46 Dh 83.5 101.9 114.1 
6 18.7 21.8c¢ 15. 2c 29.7 123.2 47.5 150.8 
- A 531.1 47.3 40.4 48.2 94.2 57.9 127.7 
0 354.6 n.d. n.a. 6.0 19.1 14.2 56.2 
H 4 4.8 n.d. n.d. 43.1 167.2 61.4 235.8 
3 118.7 n.a. n.a. 37.3 71.6 45.1 144.5 
af 4.4 n.d. n.d. 54.2 64.9 69.0 86.9 
5) 54.4 17.1d 8$2.7d 56.0 105.9 72.7 128.8 
2 32.6 n.d. n.a. 96.6 111.4 113.9 141.5 
6 9.8 n.d. n.d. 60.8 263.5 102.3 392.4 
. 8 57.7 123.2 101.8 100.5 Lee 122.3 134.3 
re ed a et 
re = - - he eat pee cFigures are as of January, 1940. 


A further barrier to the use of truck transport has 
been rate discrimination. Rate structures discrimin- 
ating against road haulage are enforced by some gov- 
ernments to protect railroads which they own. 

Among the problems in international road traffic 
that are being considered are those relating to cus- 


dFigures are as of November, 1943. 


toms, formalities, civil liability and compulsory insur- 
ance and fiscal charges. Their solution, plus special- 
ized ones affecting road transport, is necessary before 
trucks become important carriers. 
Martin STouier 
Division of Business Economics 


Economic Notes 


Sources of State Income Tax Receipts 


“Eighty per cent of the New York State personal income 
tax is paid by 19% of the taxpayers, while five out of eight 
employed persons are not subject to the tax. These findings 
were announced in a study just completed by the State 
Tax Commission. 

“The study, described as the most exhaustive analysis of 
the state personal income tax ever undertaken, was based 
on tax returns for 1947 filed a year ago. It was a project of 
the Tax Department’s research and statistics bureau. It 
showed that persons with net incomes under $5,000 repre- 
sented 81% of all taxpayers, received 58% of all taxable 
income, and were liable for 20% of the normal tax. 

“Only 0.3% of the taxpayers received net incomes in ex- 
cess of $50,000, they being responsible for 19% of the nor- 
mal tax, having received 6% of all taxable income. 

“Only three out of eight employed persons are liable for 
the state income tax. According to the survey, only 
2,400,000 individuals, out of an estimated employed labor 
force in 1947 of about 6,300,000 were subject to the tax. 


About 1,100,000 others had to file returns but did not owe 
a tax. 


“New York City residents, it is indicated, pay 63% of the 


tax, while 86% of the tax is derived from the five counties 
comprising New York City and seven other counties, 


“While wages and salaries account for 738% of the 
$12 billion income total, only 57% of the normal tax was 
derived from this type of income. Business and trust income, 
representing only 18% of total income, produces 26% of the 
tax.”—Source: New York State Department of Labor, 
“Weekly Labor News Memorandum,” Volume IV, Num- 
ber 21, May 25, 1949. 


An Island of Classicism 


“The German authorities obviously have no intention 
of following a cheap money policy; on the contrary, they 
are prepared to use the discount policy in the orthodox 
manner, and are able to do so without being handicapped 
by considerations of its effect on the prices of govern- 
ment securities. Germany is thus returning to the class- 
ical methods of monetary policy. As she is also returning 
as far as possible to a free market economy, we witness the 
remarkable spectacle of a country whose economy had been 
paralyzed by a lost war and its aftermath, attempting 
reconstruction by organizing its economy according to the 
old-fashioned precepts of the classical economists, and doing 
so on the whole with marked success.”—Source: F. A. Lutz, 
“The German Currency Reform and the Revival of the 
German Economy,” Economica, May, 1949, p. 181. 
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Savings in Administrative Costs’ 


NDUSTRY is using a vigorous approach to the 

problem of cutting administrative and overhead 
costs. The Board’s survey fails to reveal a single in- 
stance in which management is ordering cuts across 
the board. Rather, all costs, no matter how insignifi- 
cant, are being subjected to scrutiny with a view to 
determining their respective contributions to income. 
Generally, it is only after studies of specific costs dis- 
close possibilities for savings that cost adjustments 
are considered. 

Streamlined accounting and budgetary control sys- 
tems are the principal tools management is employing 
in its effort to effect greater economies in day-to-day 
operations. Accounting systems are being revised to 
provide more useful information in less time, thereby 
affording corporate executives a greater opportunity 
to hold expenses in line with shifting business volumes. 
Budgetary control systems provide target figures for 
program goals, and follow-up procedures include de- 
tailed comparisons of operating results with these 
budgets. The practice of a steel company in this 
respect is typical: “Each month, management re- 
views the results of its cost-reduction policies in 
accordance with recently established budgets predi- 
cated on the level of operations as related to capacity.” 


RESULTS ENCOURAGING 


While most corporations are not yet in a position 
to assay the value of present programs, the general 
opinion is that results thus far have been most en- 
couraging. For example, a lumber company which has 
established a systems and methods department to 
study cost reduction reports: “There is little doubt 
but what the results to date have more than justified 
the expenses incurred.” Aside from dollar savings it 
is felt that benefits have accrued to certain companies 
in the form of closer cooperation between their various 
departments, thus making for a more smoothly oper- 
ating organization. In the words of a manufacturer of 
industrial machinery: “It is our feeling that, with the 
facts that are presented to them through the variable 
budget each period, supervisors are stimulated to con- 
stantly watch for economies and to recommend the 
introduction of modern machines and methods.” 

Although in most programs the emphasis is placed 


1This analysis is merely a brief summary of company programs 
covering cuts in administrative costs and home office operations. No 
attempt has been made to spell out company practices in full detail. 
A complete report will be published later in the fall as the second study 
in the Board’s series on cost reduction. The first study, entitled ‘“Cut- 
ting Costs in Industry—I. Factory Costs,” was made available in 
September. The third and final in the series will cover sales and 
distribution costs. 


on reducing costs, increased expenditures are by no 
means precluded. On the theory that it is sometimes 
necessary to spend money to make money, many con- 
cerns are investing in new electric office machinery 
and completely modernizing their office layout. This 
same thinking is also revealed in plans calling for 
increased supervisory work in connection with meet- 
ing greater selling problems both here and abroad. 
With the few concerns whose sales are still expanding, 
the problem is one of controlling increased expenses. 


TOP MANAGEMENT PROBLEM 


The importance attached to paring costs is empha- 
sized by the attention the subject is receiving from 
top management. It is common practice to appoint 
a committee composed of several officers of the com- 
pany and charge them with the responsibility for 
initiating policy with respect to cost reduction. For 
example, a manufacturer of electrical machinery re- 
ports that “the president, the vice president in charge 
of manufacturing and production, the vice president 
in charge of sales, the chief engineer and secretary and 
treasurer make up the executive committee which 
reviews monthly profit and loss statements, and bal- 
ance sheets.” 

Advice from outside consultants is sometimes so- 
licited. When this is done, information is more often 
sought on specific points as they arise rather than on 
the over-all program. Consultants are regarded by 
some executives as a good check upon department 
heads who may fail to police their own department 
properly. In the few instances in which the over-all 
cost-control program was engineered by an outside 
management consultant, results were periodically 
evaluated by the company’s budget committee. 


STAFF CHANGES SLIGHT 


Few significant changes in administrative or home 
office staffs are reported. The policy seems to be to 
leave these groups intact. The number of companies 
which have added to their staffs almost equals the 
number which have reduced their staffs. Generally, 
those companies whose staffs were increased most sub- 
stantially during the war period are now making the 
greatest curtailments. Many companies are following 
a “hard-boiled replacement policy” under which vol- 
untary vacancies are not filled. 

Occasionally, however, shifts are made within the 
staff group to provide a more efficient employment of 
executive skills or to accommodate shifting business 
needs. The following experience sets forth the feeling 
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of one company: “During the past six months we have 
been enlarging our sales and engineering departments, 
while at the same time our production departments 
have been reduced. We find such a step necessary as 
present business conditions require more selling and 
engineering effort as compared with the war years 
when all our efforts were concentrated on more and 
more production.” 


ADMINISTRATIVE EXPENSES 


Economies are being effected in all items charged 
against administrative expense—an area which is re- 
garded by many as a “fertile field for savings.” One 
company reports making savings in stationery and 
office supplies through operating a central storeroom. 
Others have found it profitable to print their own 
forms instead of buying on the open market. Postage 
expense is held in line by making every effort to take 
advantage of lowest rates. One company furnishes 
timetables in order to point out that air mail often 
does not gain time. Telephone calls are being held at 
a minimum with toll calls being given particular atten- 
tion. Efforts are sometimes made to encourage the 
use of mail or telegrams instead of telephone. Light 
and heat and air-conditioning expenses have been 
reduced by insisting upon virtual closedowns over 
week ends. 

Work during peak periods is eased by a liberal use 
of service pools, and a continuous study of job de- 
scriptions has been successful in eliminating over- 
lapping efforts on the part of personnel. 

Company insurance is constantly under review in 
the hope of reducing premiums. An air-conditioning 
company reports: “Our most lucrative effort in this 
field has to do with compensation insurance where 
constant effort to reduce hazard and educate em- 
ployees has resulted in a very valuable experience 
record.” 


OFFICE MACHINES AND SYSTEMS 


The revision of company accounting practices, 
which has been quite general, frequently calls for mod- 
ern office machines. With many companies, the 
introduction of electric machines is just beginning, 
although the hope is expressed that all processes will 
eventually be mechanized. For example, one company 
is replacing all its typewriters with electric ones. 
Machines are being employed for pay-roll and con- 
tingent records and there is a trend toward the use of 
punch-card systems instead of hand operations. 

Expensive practices have also been uncovered in 
corporate record keeping and reporting. Attention is 
focused upon simplifying and reducing the number of 
reports. In a heating and plumbing company, each 
department head has been instructed to survey his 
own department to determine (1) if reports and data 
received from other departments are necessary and 
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are in readily useful form; (2) if the records main- 
tained and the reports made by the department are 
necessary and worth their cost; and (3) if any rec- 
ords are essentially duplicates of those maintained 
elsewhere. If so, can one common record be used by 
all interested departments? 

Opportunities for reducing financial management 
costs are found to be present but are regarded as not 
being so great as those in other areas. Interest costs in 
many cases have been reduced through paying off 
loans and seeking new sources of funds. According to 
one company: “Through careful control of inventories 
and accounts receivable, working capital requirements 
have been kept at a minimum, making it unnecessary 
to borrow funds for current operating purposes. Fur- 
thermore, through retention in business of a portion 
of earnings, funded indebtedness has been completely 
eliminated, with the result that interest savings aver- 
aging $25,000 a year have been made during the past 
few years.” 

Little trouble is reported in regard to bad debts, 
although doubtful accounts are being pushed for col- 
lection. Cash positions are being improved by reduc- 
ing inventories. The conversion of old assets into cash 
as soon as possible is a practice which is growing. If 
cash exceeds company needs, the prevailing practice 
is to place the funds in government securities. Gen- 
erally, depreciation policies, although frequently 
regarded as unsatisfactory, remain unchanged. 


OVERHEAD 


Examination of methods and procedures indicates 
that operations can often be consolidated under one 
roof. Although the number of selling outlets is on the 
increase, there is a tendency to reduce the number 
of regional and branch offices. For example, one com- 
pany reports saving a substantial sum by consolidat- 
ing all New York offices at one location. Another has 
relocated executive offices within the factory to make 
the best possible use of available space. With others, 
lease contracts are under examination in preparation 
for the time when shifts may become advisable. 
Rentals on storage space have been cut by moving 
records to less costly locations. 


G. CLarK THOMPSON 
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Management Considerations on Lifo—Investigates the 
major factors taken into account in deciding whether to 
adopt lifo. By J. Keith Butters, Harvard Business Review, 
May, 1949. 


Depreciation and 1949 Price Levels—A balancing of the 
diverse views and opinions upon the relation of depreciation 
charges to changing price levels. By Thomas H. Sanders, 
Harvard Business Review, May, 1949. 
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Cash Loans for Consumers 


NSTALMENT cash loans now constitute close to 

half of total outstanding instalment credit.1 In 
1941, the height of the prewar boom in instalment 
buying, only one third of all outstanding instalment 
credit originated in direct loans to consumers. 

This amazing increase in instalment cash loans 
occurred while other instalment credit was rising. 
Thus, between 1929 and 1939, instalment sales credit 
increased 11%; instalment cash loans were up 154%. 
While instalment sales credit outstanding jumped 
80% from 1939 to 1949,? instalment loans were up 
164%. Individuals have turned to the cash-lending 
institutions to finance purchases of commodities which 
they formerly would have bought on store instalment 
credit. 

Of the four major agencies standing ready to pro- 
vide cash to consumers, the personal loan departments 
of the commercial banks are now by far the most 
important. In July, 1949, these institutions provided 
half of the $3,648 million instalment loans made avail- 
able to consumers, and held 43% of the outstanding 
debts. Small-loan companies granted 26% of the 
loans. Industrial banks and loan companies added an 
additional $430 million, or 12%, and credit unions 
11%. Until 1940, the smail-loan companies had been 
the leaders in this field. 

Actually, the commercial banks did not become 
active in the small-loan field until the mid-Thirties. 
Earlier, they not only doubted the profitability of 
such loans, but the combined demand for other types 
of loans exceeded the supply of available bank funds 
and provided them with adequate and profitable out- 
lets for these funds. 

During the Thirties, satisfactory outlets for invest- 
ments were lacking at a time when the supply of 
investible funds had been greatly expanded by the 
credit policies of the Federal Government. The insti- 
tution of two-year instalment loans for repairs and 
modernization’ gave the banks a favorable experience 
in handling this type of lending. They also observed 
the favorable record chalked up by the small-loan 
companies during the early years of depression. In 
the personal loan field, the banking fraternity now 
believed it had found a promising new area for its 
operation. 

Credit unions and industrial banks hold a small 
number of consumer loans compared with the other 
two major institutions. The credit unions have in- 

1{nstalment cash loans include repair and modernization loans. 

*Preliminary figures for July, 1949. 

3Guaranteed by the government under the Federal Housing Act. 


creased their share of the cash loan field since 1929. 
The industrial banks, which were organized for the 
specific purpose of granting consumer loans, have of 
late tended to broaden their operations, with some 
of the larger ones now providing integrated banking 
services in the manner of regular commercial banks. 


SIZE OF LOANS 


The size of the average loan made by the lending 
agency reflects the income class patronizing that insti- 
tution, the general economic well-being of the popu- 
lation, the price level, and the statutory limitation 
on size of a loan which may be granted to one per- 
son. In 1937, the Household Finance Company, the 
largest personal-loan chain in the country, reported 
an average loan for its United States offices of $169. 
In 1933, it was $185, and in 1939 it was $168. For a 
two-year period, 1936-1938, the Manufacturers Trust 
Company of New York, a large lender to consumers, 
reported an average loan of about $297 to each cus- 
tomer. Including repair and modernization loans, the 
average rose to $440. 

In 1948, Household’s average loan was up to $241, 
while that of Manufacturers Trust had risen to $460. 
The average loan of the National City Bank of New 
York was $314; this is reduced to $248 by excluding 
Federal Housing Administration loans, automobile 
loans, Veterans Administration business loans for GI’s, 
and similar large items—a figure quite close to that of 
Household’s. 

The distribution of loans by size is a second com- 
parison that can be made. In 1937, 69% of the loans 
of the Household Finance Company were under $200, 
30% under $100, and only .01% were in excess of 
$300. For the personal loan departments of two New 
York City banks,! just half the loans were under 
$200; only 16% of the loans were for less than $100, 
while 29% were for more than $300, with 4% exceed- 
ing $1,000.7 

The size of the average loan rose during 1948. First 
of all, more cash was needed to meet the rising cost 
of living. Secondly, as per capita income rose, per- 
sons were capable of contracting larger debts. Third, 
many states (including New York) had granted 
higher statutory limits to loans of personal finance 
companies (generally $500). Consequently, personal 


1The areas covered by the two surveys are dissimilar, since the 
survey of Household Finance covers many states and operations of 
the two banks are of course confined to New York. 

*John M. Chapman and associates, “Commercial Banks and Con- 


sumer Instalment Credit,” National Bureau of Economic Research, 
New York, 1940, p. 77. 
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finance companies could grant loans for large amounts. 

Household Finance reported 14% of its total loans 
in 1948 exceeded $300, with close to 1% for amounts 
over $1,000. Adequate breakdowns for recent years 
are not available for banks.t One Philadelphia bank 
reported that in 1948 one half of its loans were for 
less than $300, 30% were loans between $300 and 
$499, and one out of five loans was for $500 or more. 
No information was given as to whether the larger 
loans were for repair or modernization under Title I 
of FHA, etc.” 


INCOME OF BORROWERS 


The income and employment stability of the bor- 
rower are important measuring rods of the extent to 
which a lending agency will permit a customer to 
become indebted to it. Generally speaking, the cri- 
terion for a satisfactory loan is considered to range 
between 10% and 20% of a person’s income. The 
actual percentage is based upon the individual’s 
spending pattern. Other criteria are the type of posi- 
tion he holds, and the length of time he has held it. 

A person with a higher income is a better risk for 
larger loans since less of his income is expended on 
rent, food, and other necessaries. Individuals in the 
lower-income bracket who must expend most, if not 
all, their earnings on daily living are likely to have 
little if any income available to meet monthly charges 
for repayment of debt. More people receiving a higher 
income means more possible customers for the lending 
institutions, as individuals whose loan applications 
would have been rejected formerly are now considered 
good risks. 

Comparable data for the years 1936 through 1938 
are available for three New York banks, a special sam- 
ple of 1,468 loans granted by twenty-one banks, and 
one major loan company. The income distribution of 
borrowers from the New York banks and the special 
sample were roughly the same, but the personal-loan 
chain catered to individuals in the lower-income 
groups, more than half of whom earned less than 
$1,500 a year. (See Table 1.) Similar breakdowns 
for 1948 are unavailable. 

In 1934, only one out of every ten borrowers from 
two personal-loan chains earned more than $3,000 a 
year, while in 1948 more than one in three had such 
an income. (See Table 1.) In the earlier year, one 
borrower in five had an income under $1,200 a year. 
This proportion was cut to one in every fifty in the 
past year. 

One industrial bank in New York (which is in all 
respects a commercial bank) reported that a spot 
check of 1,000 loans granted in 1948 and 1949 re- 


1The lack of satisfactory data on the personal loan operations of 
commercial banks in the postwar period plagues the student of the 
consumer loan field. 

*The diverse operations and organization of the different agencies 
permit the average size of total loans to vary considerably. 
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Table 1: Instalment Loans, by Income of Borrower 


Sources: Household Finance Corporation; American Investment 
Company of Illinois; M. R. Neifeld, “Personal Finance Comes 
of Age’; National Bureau of Economic Research 


Percentage Distribution 


Two Major Loan Companies 


Annual Income 
1934 
Under $1,200........ 19.9 
$1,201-1,800......... 33.3 
1,801-2,400......... 25.2 
2,401-3,000......... 10.6 
Over'S, 0005. cocxans ater teke theta tats 10.0 
Emre gular: Jkc.c.ccescercs tate ae «eins eee 1.0 
Total... ess ee es 100.0 100.0 
8 New York Special One Large 
Annual In Sampl . 
ene Be 1936-1938 a 
Under’$1,6007 sc. 5.05400- 93.5 26.5 55.0 
1;500-2, 000A en. ace. See 25.3 26.2 25.3 
2000-2, 5005. oh ticlactieisiee 18.2 19.7 12.2 
2 500-O. 00086... sc ateesins 14.0 9.7 4.6 
3;000-4;000 2. ooo ols ea 10.1 10.3 
4,500-5,000. 00s eee 4.1 $3.1 2.9 
5,000 and over.......... 4.8 4.5 
EDO Cals Wie cite setacdanees 100.0 100.0 100.0 


vealed an average income of $5,500 a year for its bor- 
rowers. A Philadelphia bank found that 84% of its 
loans were made to borrowers with incomes of $2,000 
to $4,000 a year, and 16% to borrowers earning in 
excess of $4,000 a year. One reason for the discrepancy 
between banks and loan companies in the size of loans 
is, no doubt, the legal restrictions placed upon the 
size of loans made by small-loan companies. This 
means that persons with larger incomes requiring 
larger loans are forced to seek funds from banks. 


OCCUPATION OF BORROWERS 


One out of every two loans granted in 1936 by two 
major loan chains went to skilled and unskilled work- 
ers; close to one of every five to clerical and office 
workers; and one in six to proprietors and profes- 
sional people. As of May, 1935, the National City 
Bank granted only one in seven of its loans to skilled 
and unskilled workers, but one in every five loans 
went to office and clerical employees and close to one 
in four to proprietors and professional workers. The 
occupational distribution of borrowers from Morris 
Plan banks lies between these two. The report of the 
Morris Plan banks is probably more representative of 
the country as a whole than that of the National City 
Bank, since the former are situated in many states 
while the National City Bank is located in New York, 
a city that is commercial as well as industrial. 

The occupational composition of borrowers has 
changed little in the past twelve years for two major 
loan companies. They report a slightly greater 
proportion of loans going to skilled and unskilled 
workers in 1948 compared with 1936, but fewer to 
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proprietors and professional people. Once again it is 
necessary to rely upon scattered reports to learn how 
the banks fared with their customers. One executive 
of an industrial bank located in New York reports 
that over the years the major source of new customers 
has been executives in the middle-income and upper- 
income brackets. These men seek loans either to con- 
solidate their debts, or else to make lump-sum pay- 
ments for taxes, tuition for childrens’ schools, etc. 
The bank loan provides a convenient means of budg- 
eting expenses. 

A reported increase is also discernible in the number 
of borrowers from the lower-income groups whose 
earnings have been stabilized and increased over the 
years. The cooperating Philadelphia bank reports 
that 50% of its borrowers are white collar workers, 
20% to 25% industrial workers, and the remainder 
principally employers and professional persons. 


Table 2: Instalment Loans, by Occupation 
of Borrowers 


Sources: Household Finance Corporation; Beneficial Industrial 
Loan Corporation; M. R. Neifeld, “Personal Finance Comes of 
Age”; Tar ConrerENcE Boarp 


Percentage Distribution 
1948 1987 1936 1935 


3 5 N 
2 Major | Morris | 2 Maior | tional 
Occupation Loan Plan Loan City 


Com- Bank Com- | Bank of 

panies panies |New York 
PROMPRBIODAL. 3321.85 fas SAF at sae 3.1 6.5 6.4 4.0 
Commercial and sales........... 6.9 9.1 6.3 | 18.0 
Office, clerical, nonmanual....... 18.0} 20.4] 18.3] 32.0 
Proprietors, managers, officials. . . 6.2a| 15.8 10.4 23.0 
Pensioned or independent income. IBGE oscar’ Te 4 oh Be 
Skilled and unskilled workers.....} 62.5 | 34.5 | 57.2] 15.0 
IRMEETCTS: ARE ase. cere ole £4 BASS. Sod Pees o | oe 
Not reported 0:3)) AS) eae 13.06 


Total 100.0 | 100.0 | 100.0 | 100.0 


aOnly one company reporting proprietors, managers, officials. 
bUnassigned. 


The clientele of a lending institution naturally va- 
ries with the composition of the working force in the 
area which it serves. Nevertheless, there is good rea- 
son to believe that generally the banks cater to white 
collar workers, managers and executives, while the 
loan companies are visited more frequently by wage 
earners of all degrees of skill. However, there has 
been a noticeable broadening in the lending of com- 
mercial and industrial banks. 


WHY DO PEOPLE BORROW? 


The philosophy of “neither a borrower nor lender 
be” has given way to the idea that contracting debt 
not only for need but for luxury and comfort provides 
for a fuller life. The saving takes place during con- 
sumption instead of prior to it. Some cases have 
actually arisen where customers, doubting their will 
and determination to save, have transferred that func- 
tion to a bank or loan company. The proceeds of the 


loan are placed in a savings account, and the loan re- 
paid out of income. 

The reasons given for seeking funds are shown in 
Table 3. One must be cautioned not to use these 
ratios as final proof of the actual uses to which the 
money was put. Although the applicant is queried on 
the purpose for which he is borrowing, there is no 
follow-up to determine whether the real reason was 
concealed. Reasons for borrowing often follow the 
line of advertising utilized by the particular lending 
agency. If the agency suggests in its advertising that 
money is available for consolidation of debt, many 
of its customers use that excuse for borrowing, regard- 
less of the true purpose of the loan. Too, in reporting 
on purposes for loans, some errors creep in, since each 
agency has different classifications and the methods 
of assigning loans to them will vary if loans are ob- 
tained for more than one purpose. 

The largest number of loans granted by small-loan 
companies are devoted to the refinancing and cen- 
tralization of existing obligations. The proportions 
have been relatively constant over the years, 22% in 
1936 and 25% in 1948. Medical expenses are second 
in importance, while basic living expenses, such as 
food, clothing, fuel and rent, rank third. The posi- 
tions of these two items were reversed in the semi- 
depressed year of 1936. Surprisingly, the proportion 
of loans granted for automobiles has declined from 
8% to 3%. 


Table 3: Reasons Given for Borrowing Money 


Sources: Household Finance Corporation; Beneficial Industrial 
Loan Corporation; The National City Bank of New York; 
Tue ConrrerENce Boarp 


Percentage Distribution 
1948 1986 1985 


Reason for Borrowing 2 Major} Phila- | 2 Major| Na- 
Loan delphia Loan tional 


Com- Bank Com- City 


panies panies | Bank 
Refinancing and centralizing exist- 

ING ODUPA ONS teat cen ene es ep LOA) | OT Me 22 Al ALB O 
Medical, hospital, dental, funeral..} 17.5 20.1 13.8 31.0 
Repairs Seesoee. 2 re eee 8.2 PRY: 4.0 Ho 
Clothing, food, fuel, rent..........] 11.5 7.2 17.6 7.0 
Travel and education............. 7.4 3.6 6.1 5.0 
Taxes, mortgage, interest, insurance Wot 12.0 10.1 14.0 
Aiitomobue 2 Sees. Bee es 2.8 bats 6 8.1 yA. 
Assist rélatavesins ore, «eco smnihib, «wiexeysieys 3.9 waits 3.5 3.0 
LY TOT STR tee acpelh ias ate ea ves 3.8 2% 5.1] 14.0 
Business capital and investment.. . 5.0 4.8 BESy PLO 
Miscellaneous. .................. 7.2) 26.5 4.0 an 

Hi a ee, ee 100.0 | 100.0 | 100.0 | 100.0 


Although the breakdowns for the National City 
Bank are not strictly comparable with those of li- 
censed lenders, they show that in 1935 the largest 
number of loans were to be used for medica] and 
hospital bills and 15% for refinancing old debts. A 
close runner-up (14%) was the category embracing 
loans for taxes, mortgages, interest and insurance. 
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Loans for purchase of furniture represented another 
14%. A large number of the loans were granted on a 
personal basis for business capital and investment. 
National City has not prepared a comparable break- 
down for 1948, but reports that differences are imma- 
terial. 

A. survey of 333 banks conducted in July, 1949, 
found these five major reasons for borrowing in order 
of importance: (1) purchase of automobile; (2) con- 
solidation of debt; (3) purchase of household appli- 
ances; (4) real estate modernization; and (5) living 
expenses. However, the distribution was not the same 
for all districts. In five of the twelve districts in the 
United States, sickness was the fifth most important 
reason for borrowing. In one, furniture expenditures 
ranked fifth. In most, of course, the relative impor- 
tance was different than for the country as a whole. 

The bank in Philadelphia for which percentage 
breakdowns are available granted one fourth of its 
loans for refinancing and consolidating existing obli- 
gations. Slightly more than this amount was classified 
as miscellaneous, which may mean any number of 
uses which either the person did not specify or for 
which the bank had no satisfactory classification. One 
fifth of all loans were granted for medical and hospi- 
tal bills, and smaller amounts for other purposes. 
Actually, these classifications are not consistent with 
those of the other agencies, and, although interesting 
in themselves, comparisons must be cautiously drawn. 


COST OF CREDIT TO THE CONSUMER 


The price of credit is the interest rate paid by the 
borrower on his loan. 

Pure interest—the return to the lender for the use 
of his money on a riskless loan—represents but a 
small fraction of the price charged for consumer credit 
service. The major part of the price constitutes com- 
pensation for risk and the expenses of operations. 
Over the long run, price reductions in consumer credit 
service have taken place and have been an important 
factor in the secular growth of such credit.2 For each 
agency, however, the return on loans is not dependent 
upon the rate of interest but on the availability of 
funds to the agency, the fluctuating desires of the 
agency to maintain liquidity, and the changing abili- 
ties of consumers to meet even the minimum require- 
ments set forth as the basis for the loan. 

The wide range of rates prevailing in a given local- 
ity for similar-type loans tends to indicate the im- 
perfect operation of the consumer credit market. In 
New York City, for example, one large commercial 
bank charges a rate of 3.83% on twelve-month loans 
or an equivalent rate on unpaid balances of more than 


tRoger Steffan, “Your Job Is People,” address delivered before 
the Consumer and Instalment Credit Conference, the American 
Bankers Association, St. Louis, Mo., March 29, 1949. 

*Rolf Nugent, “Consumer Credit and Economic Stability,” Russell 
Sage Foundation, 1939, pp. 42-3. 


double this rate. The rate is quoted on a discounted 
basis. A second large commercial bank quotes a 
rate of 5%, discounted. An industrial bank in the 
same city charges 6%, discounted. Personal-loan com- 
panies’ rates are quoted at 242% a month on unpaid 
balances.” 

One study recorded the range of charges as follows: 


Agency Per Cent per Annum 
Credit timions... <i Saces. celles Peta a eatin ae a 6-12 
Personal-loan departments of banks. .:............ 6-18 
Industrial banks). ..ch0 ee bare wince ok ee 12-24 
Small-loan) companies. ........:0). 6.6.0 00+ 00000005005 18-42 
POWOSHODS, ocr site rst cit aqaniggs Ar sees ea ager ieee ae 24-120 
Tegal lenders}. siete en = eee ae 42-1200 


The lower rates for credit unions are owing to the 
control over these institutions generally exercised by 
state and federal law and the very fact that they were 
organized by small groups for the particular purpose 
of providing small loans to needy borrowers at low 
rates. Special dispensation provided by state laws to 
small-loan companies and pawnshops permits them 
to exceed the maximum rate generally established for 
other lenders, and accounts for their rates exceeding 
those of the personal loan departments of banks. In 
recent years, several states have placed the personal- 
loan departments of banks under special law, in many 
instances permitting higher rates than for other bank 
loans. Nonetheless, even with these higher rates, it 
is quite evident that in most cases the highest charge 
of licensed lenders does not approach the amazingly 
exorbitant fees paid to illegal lenders by the unwary 
borrower. 

How can these different rates coexist while each 
lender continues to increase his absolute loan volume? 
The answer lies in the fact that price competition is 
severely restricted, because loan services are so dif- 
ferentiated and the relations between lenders and bor- 
rowers are stratified in so many ways. The three 
major sources of this stratification are outlined below.’ 

A. Differentiation of loan service—A lender’s serv- 
ice to each customer is unique. If an individual can 
provide security, thereby reducing the risk, the price 
is less. Individuals lacking adequate security will 
patronize an agency granting credit on signature only. 
Contrariwise, a person with adequate security will 
seek an agency lending on such security, which will 
reduce his cost of borrowing. 

There has been a general shifting to unsecured 
loans in the portfolios of lenders. In New York State, 
the proportion of unsecured loans to total loans rose 

1This includes, as in the case of most banks in the city and many 
banks throughout the country, all charges for investigation, etc., and 
life insurance for the unpaid balance. 


?Actually rates of small-loan companies are step rates, the rate 
being reduced with the increase in the size of the loan. 

*The following outline follows Theodore O. Yntema, “The Market 
for Consumer Credit: A Case Study in Imperfect Competition,” 
The Annals of the American Academy of Political and Social Science, 
vol. 196, March, 1938, p. 79. 
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from 21% in 1939 to 41% in 1946. A report of na- 
tional operations of small-loan companies indicated 
that the “majority of loans now are made upon the 
basis of personal signature only.” One-name paper 
has been found to be as good a risk as loans secured 
by chattel mortgages, except in the case of automo- 
biles. The state banks in New York report less than 
20% of their loans secured. 

A borrower will also frequent a particular lending 
institution because of its loan policy and procedure. He 
is interested in a particular size of loan. His urgency 
for the loan varies. Persons desire varying degrees of 
confidential service and lack of red tape. Likewise, 
the convenience of payment, the schedule of repay- 
ment, the attitude on delinquency, etc., differ in im- 
portance with prospective borrowers. In general, the 
personal treatment expected or received by a bor- 
rower will influence his choice of agency. For example, 
a person enjoying a satisfactory fiduciary relation- 
ship with a commercial bank is likely to feel drawn, 
when he has need, to use the bank’s personal loan 
department. 

B. Limitation of seller-buyer contact—With only 
some exceptions, direct contact between buyer and 
seller is necessary to complete a credit transaction. 
Therefore, a prospective borrower is forced to seek a 
loan from one of the lending agencies within his own 
community. Even assuming knowledge of lower rates 
in some other community, the borrower may not be 
able to capitalize upon these lower rates. But even 
within the same community, many borrowers are 
ignorant of the different agencies ready to lend money. 
The lender, too, is confronted with difficulties in mak- 
ing contact with possible borrowers. Despite his best 
efforts at advertising, he never reaches many poten- 
tial customers, nor can he stimulate interest in lend- 
ing. There is no known method of forcing credit on 
reluctant borrowers. 

C. Ignorance on the part of the borrower—This 
refers to the borrower’s lack of knowledge of the char- 
acter or of the real price of the service. Some lenders 
quote a discounted rate, others a flat rate per month 
on unpaid balances. Still others add collection charges, 
which effectively raise the true cost of the loan. No 
attempt is made here to draw any conclusions con- 
cerning the most satisfactory method of quoting rates 
or to attempt to fix a rate which is most economcially 
justifiable, but it is likely that individuals would make 
more intelligent borrowers if they could readily com- 
pare rates.1 Because of this lack of knowledge, per- 
sons are susceptible to persuasion by effective and 
extensive advertising. 

For these various practical or psychological reasons, 
the demand for loans is largely an inelastic one, 
and responds little to the change in interest rates. 


1See George E. Bogert, “The Future of Small-loan Legislation,” 
The University of Chicago Law Review, December, 1944, pp. 202-5. 


In the short run, rate cutting reduces profits, and even 
in the long run it is doubtful whether it is profitable 
for a particular institution.1 Instead, advertising cam- 
paigns, personal contacts with the workers in a plant, 
and friendly and courteous service have been under- 
taken to increase sales and profits. Also, cost reduc- 
tions in offices, especially on the part of the small-loan 
companies, have cut expenses. However, there is some 
indication that as the borrower is more fully educated 
in the matter of borrowing, and as this area of the 
consumer loan field is expanded with more persons 
becoming aware of the institutions and services avail- 
able to serve him, even greater competition will char- 
acterize the lending market. 


CREDIT AND THE CYCLE 


Consumer credit displays a pronounced cyclical pat- 
tern both in the longer and more severe cycles and 
the shorter and less severe ones. Fluctuations in cash 
loans, however, are much less pronounced, and at 
times a considerable lag has appeared between the 
downturn of the business cycle and the volume of 
outstanding cash loans. This behavior has been par- 
tially explained by the extensive refinancing of debt 
accumulated during the preceding peak and by emer- 
gency borrowing. 

In current theory of money and banking, an expan- 
sion of credit is regarded as leading to a greater ex- 
penditure on goods. Credit contraction is said to lead 
to reduced expenditures. It makes a big difference, 
however, whether the credit is of the transfer or the 
stimulating-depressing type. A loan contracted to 
consolidate or refinance existing debt simply transfers 
the ownership of the debt; it does not create new ex- 
pendable funds. Its only influence will be related to 
the different consumption patterns of old and new 
creditors. 

Credit devoted to the purchase of goods and serv- 
ices is of the stimulating-depressing type. By provid- 
ing the consumer with cash funds in excess of earn- 
ings, spending can exceed income. In the long run, 
the net effect will be nil, since the individual must 
repay the debt out of future income, reducing con- 
sumption at that time. 

If future income exceeds current income, however, 
an individual can maintain consumption at the old 
rate. Even if future income does not expand, the 
repayment of the debt will not adversely affect de- 
mand if repayment is made from funds normally 
saved. The net effect is to reduce savings and stimu- 
late consumption. 


Hersert R. BRINBERG 
Division of Business Economics 
1For effects on personal loan companies of lowering rates see Ralph 
A. Young and associates, “Personal Finance Companies and Their 
Credit Practices,” National Bureau of Economic Research, 1940, 
p. 157. 
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State Taxes on Business 


AXES on business now account for a vastly en- 

larged part of the now tremendous total of state 
tax collections. Data limitations confront the investi- 
gator who undertakes precise estimates of business 
taxes. It is possible, however, to select and extract 
certain types of levies for the purpose of showing gen- 
eral trends. This has been done in the next paragraph. 
These taxes constitute but a part of the tax burden 
laid upon business by the states. 

Included under business taxes for this discussion 
are: corporation net income taxes; taxes measured by 
adjusted gross premiums of insurance companies; 
taxes measured by gross receipts, gross earnings, or 
units of service (e.g. kilowatt-hours) of public utili- 
ties; license and privilege taxes upon corporations, 
such as corporate organization and entrance fees; 
chain store taxes; and severance taxes.! Excluded are 
such taxes as property, sales and use, and certain 
license and privilege taxes. 

These business taxes amounted to 18.1% of total 
state tax collections (excluding unemployment com- 
pensation) in 1948 and 19.1% in 1949. In 1941, these 
taxes accounted for approximately 14.5% of state 
collections. 

The states now secure more revenue from the cor- 
poration income tax than from the individual income 
tax. The corporation income tax provided the states 
utilizing this source with more than $600 million in 
the fiscal year 1949—326% more than in 1940. 

The states collected $115 million from corporate 
income taxes in 1931. These receipts declined to $49 


1Severance taxes are “taxes on removal of natural products such as 
petroleum and other minerals, timber, fish or oysters, from land or 
water, within the jurisdiction of the state, measured by value or 
quantity of the products severed or sold.” Bureau of the Census. 


million in 1934. By 1940 they had climbed to $155 
million, and have risen each year since, excepting 
1946. 

Business taxes supplied as much as 35.3% of the 
1948 tax receipts (excluding unemployment compen- 
sation) in Texas, while in some states they account for 
less than 3% of total collections. In Texas, severance 
taxes are especially important. On a regional basis, 
the Middle Atlantic states (New York, New Jersey, 
and Pennsylvania) had the highest business tax col- 
lections in 1948. Both New York and Pennsylvania 
obtained almost one third of their tax revenues (ex- 
cluding unemployment compensation) from these 
sources in 1948, 


WHERE THEY ARE THE HEAVIEST 


Business tax receipts provided a slightly lower per- 
centage of New York’s total collections (excluding 
unemployment compensation) in the fiscal year ended 
on March 31, 1949. The decline was from 32.2% to 
30.2%. Pennsylvania, on the other hand, increased its 
take from 32.3% to 38.3% in the fiscal year ended 
May 31, 1949. In 1941, New York State obtained 
about 20% of the tax revenue (excluding unemploy- 
ment taxes) from these business taxes; Pennsylvania, 
28%. 

New York accounted for 18% of the total state 
business taxes in 1948 mainly because of the $166 mil- 
lion from the corporate income tax. These New York 
business taxes in 1948 were up more than 130% from 
1941, the corporation income tax alone increasing 
186%. In the fiscal year 1949, New York’s total tax 
collections rose to $742 million; including unemploy- 
ment compensation, they were up to $893 million. 


TABLE 1: STATE TAXES ON BUSINESS, 1941, 1948 AND 1949 
Millions of Dollars 


Corporation Net Income 


State 
1949p 1948 1941 

Total—all states’... oP ts eee 661,346 584,823 197,347 
Selected States 

New: York: :<0cy eau 3: 160,775 165,531 57,738 

Pennsylvania. 25 s,s.sshetace ssisunn.e 50 94,786 58,636 29,773 

Thins, 2. oo cesses een, Use cs mal eee ren pian crores 

Ohiot se. 28s tet Sadr ete acted all Terme Opn Mier ene ann, Cieeteeen 

Mich igani, ae) 7. 268 ch Pe oN i testo oye ca auate Sep.op ill || Weaierg pace 

Now, Jeraeydh. tact ruscse. Ad Searles es hell aagours | uoee es 

RIOR IG. Ph isos e Pee e oie eke 76,291 69,181 22,988 

Massachusetts. ................ 26,153 28,331 5,986 


oul Fe py data refer to fiscal years of the respective sta‘ 
hise license taxes, organization, filing, and entrance fect and other license 


rik "topline to corporations; on insurance companies, public utilities, 


Other! 


Business Taxes as % of Total Tax 
Collections? 


1949p 1948 1941 
743,003 


632,332 


63,381 57,935 $7,581 30.2 $2.2 19.5 
75,239 62,861 44,498 38.3 $2.3 27.6 
$8,595 37,237 19,872 10.3 10.5 9.5 
$1,305 34,284 21,498 8.6 9.8 9.4 
20,815 18,427 10,877 5.6 5.2 6.2 
14,707 14,713 6,140 10.2 10.9 6.2 
30,825 27,260 11,818 14.3 13.8 12.0 
44,336 45,162 11,805 $1.4 33.6 14.3 


chain stores; and severance taxes. See text for tothe explanation. 
2Excludes “unemployment compensation taxes. 
pPreliminary. 
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TABLE 2: STATE TAX COLLECTIONS, BY MAJOR SOURCE, 1940-1949! 
Source: Bureau of the Census 
Millions of Dollars 
Tax Source 1948 1947 1946 1945 1944 1943 1942 1941 1940 


1949 
(Prelim.) 


Total tax collections: 


Including unemployment compensation. .... $8,342 | $7,791 | $6,690 

Excluding unemployment compensation....| 7,369 6,732 5,721 
General sales or gross receipts............... 1,606 1,479 1,181 
Motor vehicle fuel sales...................5- 1,372 1,260 1,110 
Alcoholic beverage sales.................... 426 426 410 
Miepacco’ product sales. i.e eae ec cca ke es 8 390 339 245 
Motor vehicle and operator licenses.......... 663 593 517 
Alcoholic beverage licenses.................. 74 74 70 
pErIOUATINGOMG:.0b'53). shes cfalsite amie Miaye 5 « 575 499 418 
Morparation MCOME.<6u euo-a¥ oan sheen yeseee 661 585 451 
“TEV ESSA IRs We Sane dubai laaattag ec lhandirelile bead 280 279 261 
(DSTO Is Toe Oe Bee ee See Sec eee 179 180 165 
ETRE TT ye aR ae Se a ee ee 200 131 94 
Other, except unemployment compensation’. . . 944 887 799 
Unemployment compensation............... 973 1,059 969 


1The amounts for 1949 through 1942 consist of collections for the fiscal years of 
the respective states ended within the twelve months prior to July 1; for prior years, 
the data pertain to fiscal years ended within the respective calendar years. 

2Includes revenues from the following sources: sales and gross receipts taxes on 


For state comparisons, the variations between the 
tax systems of the states should be kept in mind. 
Bases, rates, and exemptions vary. For example, in 
taxing corporate net income, twenty-six states apply 
flat rates; the remainder use graduated rates. 

A comparison of business taxes as a percentage of 
total tax collections (excluding unemployment com- 
pensations) for some of the industrial states is shown 
in Table 1. The states are ranked according to their 


importance in terms of value added by manufacture in 
1947. 


THE OVER-ALL PICTURE 


The rise in these business taxes is indicative of the 
trend in state financing. The same holds true of our 
local governments. The phenomenal expansion in 
federal expenditures and taxes during the past two 
decades has overshadowed developments on the state 
and local levels. Yet state and local taxes totaled 
$14.4 billion in 1948, a rise of almost $5 billion since 
1942. State taxes alone accounted for $7.8 billion in 
1948, and increased to $8.3 billion in the fiscal year 
1949 (including unemployment compensation) . 

State tax collections have not shown a yearly de- 
crease since 1933. In the past ten years they have 
more than doubled. 

On a per capita basis, state taxes (including un- 
employment compensation) came to $57.43 in the 
fiscal year 1949. Louisiana had the highest per capita 
taxes, $92.19; it was followed by Washington with 
$90.07, and California with $83.41. New York’s per 
capita tax collections came to $62.72 in 1949. 

Despite the rise in tax collections, state govern- 
ments have been unable to meet their increasing ex- 
penditures without resort to borrowing. State outlays 
in 1948, excluding provision for debt retirement, 


$5,968 | $5,561 | $5,384 $4,507 | $4,157 


4,935 4,308 4,065 3,924 3,903 3,606 3,313 
900 776 721 671 633 575 499 
887 696 685 776 942 913 839 
402 312 267 281 256 216 193 
199 145 160 141 131 106 97 
440 395 394 394 431 434 387 

67 58 55 54 56 56 62 
389 357 316 293 249 225 206 
442 453 446 340 269 197 155 
253 276 Q47 259 271 268 260 
142 132 112 109 112 118 113 

90 83 71 75 62 53 53 
725 625 591 533 491 445 449 

1,034 1,254 1,319 1,172 1,076 901 844 


insurance companies, public utilities, pari-mutuels, admissions and amusements, and 
soft drinks; licenses for corporations in general, hunting and fishing, occupations, 
chain stores, and amusements; poll, documentary and stock transfer, and miscel- 
laneous taxes, 


exceeded $10 billion, almost double expenditures in 
1942. There has been a tremendous increase in state 
borrowing during the past few years. During the war, 
borrowing dropped sharply, amounting to only $14 
million in 1945. This increased to approximately $800 
million during 1948 and raised the gross state debt 
outstanding to $3.6 billion. 


Bernarp Moss 
Division of Business Economics 


Economic Notes 


More Persons Insured Against Sickness 


Both commercial and nonprofit group health insur- 
ance plans experienced substantial gains in coverage 
in recent periods. The latest enrolment data, together 
with comparable figures for a year earlier, are shown 
in the table. 


Number of Individuals Covered 
(In Thousands) 


December 31, 1948 December $1, 1947 


Type of Coverage 


Commercial: 
Hospital expense plans........... 16,741 14,1904 
Surgical expense plans............ 14,199 11,108a 
Medical expense plans............ 1,927 1,098a 
March $1, 1949 March 31, 1948 
Nonprofit: 
Blue Cross hospitalization plans!.. 33,746 30,254 
Blue Shield and other medical 
WEPVICE DIAN os vvecededt eye helen) « 11,334 7,928 


MIncludes Canada and Puerto Rico. P r 

Includes Canada, Hawaii, and Puerto Rico. Provide chiefly for obstetrical and 
surgical care in the hospital. 

alncludes Alaska and Hawaii. 


Sources: National Life Insurance Association of America; 
Blue Cross Commission; Association of Blue Shield Plans. 
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The Wool Dilemma’ 


HE UNITED STATES is now the fifth largest 

producer of raw wool in the world. As recently as 
1936-1940, we were second to Australia. “Now,” ac- 
cording to one statement, “wool is predominantly a 
by-product of the meat industry in the United 
States.”? (See Chart 1.) 

Wool production from the 1949 clip is the smallest 
on record. The quantity of wool shorn in 1949 is 
estimated by the Department of Agriculture at 215.6 
million pounds (grease basis). This is 8% below 1948 
and 40% below 1938, the last prewar year. (See 
Table 1.) 

Peak production occurred in 1942, when the num- 
ber of sheep shorn reached the all-time high of 49.3 
million. Sheep shorn in 1949 may be 26.9 million, only 
slightly more than half the number in the peak year. 
The reduction in sheep and lamb flocks in the 
past seven years is the sharpest ever recorded for any 
kind of livestock. 

The shortage of skilled labor, high wages and low 
returns after 1942 would appear to be the principal 
causes for the decline.? The price of fine wool at Bos- 
ton in 1948 was only 162% of the prewar average 
while good lamb carcasses sold wholesale at Chicago 
for 286% and good steer carcasses brought 311% of 
the prewar average. 

The declining importance of wool in American out- 
put is evident from the income figures. Sales of wool 
represented 13% of the income of sheep producers in 
the native sheep states in 1948, compared with 25% 
of the income in 1937-1941. In the western states, the 
prewar average was 42%, whereas in 1948, only 28% 
of the income was from wool. 

Responsibility for the decline of the industry in 
the face of growing demand has been ascribed to the 
government by some persons in the industry. Howard 
Vaughn, president of the National Wool Growers As- 
sociation, testified on May 2 of this year before the 
House Committee on Agriculture: 


“We are sure that the greatest single factor contribut- 
ing to the reduction in numbers of United States sheep 
has been the recent vaccilating attitude of government 
on matters fundamental to profitable wool production. 

. No realistic sheepman could study the govern- 
ment policy of the past eight years and invest his money 
in sheep.” 


To insure domestic wool production for military 


This is the second and last of a series on declining sheep numbers. 

*College of Agriculture, University of California, as reported by 
Federal Reserve Bank of Kansas City, February, 1946. 

See the August Business Record for detailed discussion. 


needs, prices of wool were placed under the control of 
the Commodity Credit Corporation in April, 1943. In 
1942 and for the next few years, prices remained al- 
most stable: in 1942, raw wool sold for $1.19 a pound 
(territory fine and fine medium, scoured basis) ; 1943, 
$1.18; 1944 and 1945, $1.19. 


ABUNDANT SUPPLIES 


Wool is priced on a world market, and during the 
latter part of the war and for several years afterward 
supplies (other than fine) were more than abundant. 
Inflationary influences in this country therefore had 
less effect on wool than on a product of only domestic 
distribution. 

“The principal uncertainty in the sheep industry,” 
said a report of the Department of Agriculture in 
December, 1946, “is the unfavorable outlook for wool 
prices. United States Government wool stocks are 
now roughly equivalent to a year’s domestic consump- 
tion at prewar rates. World wool stocks are now the 
largest on record.” 

General uneasiness over the tremendous size of 
these stocks stemmed from the experience of World 
War I. From 1916 to 1918, the average farm price 
of wool in the United States rose from 25 cents to 


Chart 1: World Production of Wool, 1949 
Source: Department of Commerce 
Millions of Pounds (Grease Basis) 


3,730 = 100% 
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58 cents per pound. Accumulated world stocks and 
increased production caused the price to drop to less 
than 17 cents three years after the Armistice. 

In World War II, prices had been held steady, but 
the world’s stocks of wool had similarly accumulated, 
and in 1946 it was estimated that it would take from 
twelve to fourteen years to dispose of them. In the 
four years ended June, 1949, however, about 85% 
of these stocks had been liquidated. The chief reasons 
for the rapid disposal were, according to the Depart- 
ment of Agriculture, the recovery of the world’s wool- 
textile industry and the excess of consumption over 
production in the United States, which greatly in- 
creased imports. 

From 1943 to 1946, the United States Government 
purchased almost the entire domestic wool clip.1 For- 
eign prices were below domestic levels in these years 
and growers sold their wool to the government. Thus 
stocks grew, while consumption of foreign wools in- 
creased. In early 1947, United States commercial and 
government stocks of apparel wool totaled nearly 450 
million pounds, approximately a year’s consumption. 


Domestic Wool Production 


Table 1: 
Source: Department of Agriculture 
Number Fleece Total 
Year of Sheep Weight Production! 
Shorn - (Pounds) (Poun 
CoS at ae Se 5 IER et oe 44,991,000 8.04 361,531,000 
AESTE RS oreh sic ode le ley «i a acals ee 44,663,000 7.91 353,211,000 
MES pc. Sicrtetes «oye, <ysratthe 44,284,000 8.04 356,078,000 
CG) ea 5 ane Ae g 44,889,000 8.02 359,925,000 
CM Gt Sav obs aes 28 45,195,000 8.00 361,689,000 
SMa et beso alae 46,313,000 8.03 372,014,000 
“8 SER ee ee 47,722,000 8.12 387,520,000 
Ui eS 3 ee 49,287,000 7.88 388,297,000 
Pe ot (ty pede. Se 47,892,000 7.91 378,843,000 
LiL A ae aR ae eee 43,165,000 7.84 338,318,000 
Le Sn ce ea et 38,763,000 7.94 307,949,000 
NCE oe bn oR bic 5 abe «BN 34,718,000 8.06 279,919,000 
LD i er oie 31,241,000 8.09 252,798,000 
DS Re 3) eee ee 29,060,000 8.05 233,924,000 
UU Se crea 2 26,941,000 8.00 215,635,000 


pPreliminary. 1Shorn wool, grease basis. 

In 1947, however, with recovery on the continent, 
foreign wool prices exceeded those of the Commodity 
Credit Corporation. Consequently, United States 
stocks were reduced to 346 million pounds (clean 
basis) in April, 1948, including the remaining CCC 
holdings of 139 million pounds. By April of this year, 
CCC stocks decreased more than 50% from 1948, and 
total stocks amounted to only 199 million pounds. 
(See Table 2.) 

Approximately half the present remaining CCC 
stocks consist of faulty wools. Thus it is estimated 
by the trade that stocks on hand April 1 were equal 
to about 165 million pounds (clean basis), or five to 
six months’ supply at present consumption rates. This 


1Emphasis is placed primarily on “‘apparel’’ wools—those suitable 
for manufacture into yarns and fabrics for apparel purposes; the 
United States is dependent on imports for carpet wool. 


Chart 2: World Consumption of Apparel Wool 
Source: Department of Commerce 
Millions of Pounds (Clean Weight) 
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Table 2: Stocks of Apparel Wool in the 
United States 
Source: Bureau of the Census 
Millions of Pounds, Clean Basis 


Apr. 2, 49 | Apr. 3, 48 | % Change 


DOMOSEICs cx cpg Sia ere Bie fal > ois 124 216 —43 
Commodity Credit et aa 67 139 -52 
Manufacturers, dealers. . As.2 57 77 -26 

Foreign (imported)............... 75 130 -42 

SWE apa eae bein Ia 199 346 —42 


would appear to be approximately at prewar (1937- 
1939) levels. 


CONSUMPTION 


Consumption of apparel wool in the United States 
reached a record high of one billion pounds (grease 
basis) in each of the years from 1942 through 1946, 
or about 80% above the prewar (1935-1939) average 
of 592 million pounds. (See Chart 2.) Only a minor 
decline from peak levels of about 100 million pounds 
occurred in the following two years. In the first six 
months of 1949, however, consumption of apparel 
wool decreased 41% below the same period of 1948. 

The decline in mill consumption reflected the gen- 
eral business contraction of late 1948 and 1949. It 
may, however, conceivably be the postwar adjust- 
ment to lower levels of consumption. It has also been 
suggested that the decline may mark a return to the 
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Table 3: Apparel Wool Statistics, Clean Basis 
Sources: Department of Agriculture; Bureau of the Census 
Millions of Pounds 


Production 

Stocks Con- 

Year as of | Imports! |sumption? 

Shorn ape Tota) |January 1 (Scoured) 

Wool | Woo 

TOS: 5.0. ee 137 46 183 n.a. 29.7 | 319.0 
LOSE. Sintec 131 46 177 n.a. 75.6 | 299.8 
4937. adieas ac 139 46 185 |} 104.2 94.3 | 274.2 
Ds $2 Ulan, sate eae 140 45 185 | 117.3 21.0 | 219.6 
TOROS ie oe, oles, 38 141 45 186 | 110.8 59.6 | 293.1 
IOSD 5 S47 5, See 145 43 188 94.2 | 117.8 | $10.0 
LOGE oa cercameicr 155 46 201 | 102.0 | 328.0 | 509.0 
OR Na mcnrteree 155 47 202 | 151.8 | 381.9 | 560.5 
1948 is. aes 155 43 198 | 194.2 | 392.4 | 603.3 
W944, seule ccatate 139 49 188 | 258.5 | 346.2 | 577.0 
1946 ate ne oe 126 47 173 | 326.7 | 420.2 | 589.2 
W946 3 Fee chase 115 41 156 | 405.4 | 473.1 | 620.2 
LOT Be, - 104 38 142 | 442.2 | 259.8 | 525.9 
W948 ies aeeks ot 96 $1 127 | 364.8 | 246.2 | 485.2 
W949 Dore nie cele 76 45 120 1 198 Bal reas Pena 
Gimonths 1948-5) o cee | seca.) <a sere 184.6 | 268.6 
G.inionths! 19495 | -ssa0'.. Al scostes sli oe eee 63.1 | 156.9 


1Dutiable unmanufactured wools. 

2Mill consumption of all domestic wool and al] duty-paid foreign wool. Prior to 
1941, included smal] amount of duty-free foreign wool and excluded small amount 
of duty-paid ce wool. 

aAs of Apri! 

Pica, 


prewar pattern of alternating high and low years of 
consumption. 

However, poor consumer demand is apparently not 
the entire problem. Sales of all apparel stores de- 
clined only 2.8% as measured in dollars in the first 
half of 1949, but physical volume is indicated to 
have increased in view of lower unit prices. Conserva- 
tive buying on the part of the retailer curtailed man- 
ufactures. Inventories in goods and clothing have 
been reported to be pretty well liquidated. 

Some recovery has been evident since early sum- 
mer. Demand has picked up for both woolens and 
worsteds and it is believed that fabric manufacturers 
will have to replenish stocks of the finer grades of 
raw wool to fill orders. Orders by the armed forces 
are also expected to improve trade. During the first 
three months of 1949, government orders constituted 
6% of the apparel fabric output, which was 587% 
above the same period a yexz earlier. 


IMPORTS 


Unprecedented consumption in this country during 
the war and postwar years necessitated tremendous 
imports and supplemented declining domestic produc- 
tion. 

During the war, our domestic production of wool 
was less than half of our requirements, whereas in 
the previous decade, imports constituted only 19% of 
the total apparel wool consumed here. By far the 
greatest portion of imports originates in Australia, 
New Zealand and South Africa. The quantity im- 


1Federal Reserve Bank of Dallas, Monthly Business Review, 
October 1, 1949. 
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ported varies greatly from year to year depending 
largely on general economic conditions. 

This year, domestic production may approximate 
only one third of our needs. In the first six months of 
1949, imports of apparel wools declined 53% from 
the same period of 1948. The uncertainty of world 
prices and the recession within the industry were the 
prime causes for this occurrence. At present, the trade 
expects that about 450 million pounds (grease basis) 
of apparel wool will be imported to supplement domes- 
tic output. 

Tables 3 and 4 summarize the situation on both a 
grease and clean basis. The lack of standard specifica- 
tions makes the statistical presentation rather com- 
plicated. 


DEVALUATION 
Prices in Australia have risen thus far approximate- 
ly 20% in terms of British pounds above the prede- 
valuation levels. The net advantage in terms of 
dollars is some 10%. The trade is hopeful that the 


Table 4: Apparel Wool Statistics, Grease Basis 


Sources: Department of Agriculture; Bureau of the Consus 
Millions of Pounds 


Vear of Shorn 1 | Consump- 
aad — eae 1 bape tion 

VOSS eo ieee sc Rees 428 476 42 748 
19862 biter steacrdee das 419 239 111 666 
VOSS sae torn ee. 422 249 150 580 
MOSS 2 vice coches eink s oe 424 271 $1 514 
WOSO PRS eee tos see fee 426 252 98 674 
TOS 27 OS dey, se Cos 434 217 223 683 
TOA Faves ai cv aeae tos 453 263 605 1,012 
194 e is beater te 455 8377 794 1,102 
WOAS wets tee are vis 444 866 649 1,184 
Dee ee See ree 412 490 548 1,056 
WOES Se ooo eisfoir ey Sateohens 8378 635 675 1,058 
FORGE ctere cress cp re tate 342 798 812 1,128 
ORT Ce weer oka id ete ee $10 893 439 1,021 
1946S FFAS: Jats te Ose 281 706 417e 985 
TOMO ers bhiskelmoceinde as 250p S80G . cette b 

1Actual eri 

aAs of A 

ehh Bars fag opts le anticipates consumption will approximate 700-725 million pounds, 

¢ 


rrmtnete 


price gap will not be entirely closed. But where sup- 
plies are particularly short, in fine wools for example, 
the trade is not too optimistic. It is as yet too early, 
however, to clearly define the extent and effects of 
devaluation. 
Ross Nawicu 
Division of Business Economics 


Wholesaling Principles and Practice—A complete revision 
of a standard textbook. Several new chapters have been 
added. Many sample forms used by wholesalers are in- 
cluded. By Theodore N. Beckman and Nathaniel H. Engle, 
The Ronald Press Company, New York, 1949. 
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Small Rise in Consumers’ Prices in August 


RICES of consumers’ goods increased 0.1% from 
July 15 to August 15, 1949, as measured by THE Sees September Rise Greater 
ConFERENCE Boarp’s survey of costs of moderate- 


; me ‘cae Preliminary data indicate that consumers’ prices 
income families. In August, 1949, the consumers’ price 


for September 15 will show an increase of 0.4%, 


index stood at 161.2 (January, 1930=100) or 45.0% bringing the index to 161.8. This is the second con- 

above December, 1941—the time of our entrance into secutive month that Tur Conrerence Boarp’s index 

World War II. will show a rise. Estimates for the month are: 

For the month under review, the food component food up 0.6%; clothing up 0.8%; fuel up 0.6%; 

evidenced the largest increase. This reflected higher housefurnishings down 0.1% and sundries up 0.1%. 

prices for pork, beef, dairy products and fresh vege- ps: data are based on complete reports for selected 
cities. 


tables, but was in part offset by lower prices for fresh 
fruit, canned peaches and tomatoes. The only other 
increases occurred in fuel and sundries, both of which 


rose 0.1%. Fuel prices rose slightly over the month, reflecting 
Clothing prices continued to decline in August, higher prices for both hard and soft coal. The 0.1% 
dropping 0.6% below their level of a month ago. The ee Sundries wes 10 THOF DAR e wing tO wie 
major price decreases for the month were reported for annual pricing of medical and dental fees, and higher 
men’s heavy suits, shirts, undershorts and work gloves prices for other personal services and for tobacco. 
and women’s hose, coats, sweaters and underwear. WHERE THE 62 CENTS WENT 
Clothing was the first major budget group to decline 
ee He postwar peak a re now 8.2%, ielacevia In August, 1949, the consumer dollar was worth 62.0 
all-time high in March 1948. cents (January, 1939=100 cents). Of that 62 cents, 
Housefurnishings prices were also slightly below the 26 cents was, on the average, Pees for food, 8 cents 
level of July 15. Lower prices were reported for bed- for housing, 6 cents for clothing, 3 cents for fuel, 2 
room suites, mattresses, and gas ranges. The 0.5% cents for housefurnishings and 17 cents for sundries. 
drop in August brought the level of housefurnishings Suieuey Fass 
prices 6% below that of a year ago. Statistical Division 


CONSUMERS’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 
Index Numbers, January, 1939 =100 


ee AGQGUS, i 5.550 5 cure» 168.1 60.1 
September........... 167.9 60.1 
Motober, osic'as savas 167.6 60.8 
November........... 167.4 61.1 
December........... 166.9 61.4 
Annual average......|_163.7_ 167.8 61.1 

1949 January............. 8 165.3 90.5 96.0 157.1 61.4 
MEDTOREY: osc sisere recs 161.1 164.6 91.1 96.0 156.3 62.1 
Mieroh.. cisweresan: + 161.3 163.2 91.1 96.0 154.4 62.0 
=, Bevis cette 2's 161.3 161.9 91.1 96.0 158.1 62.0 
NIRY eos eae en 161.5 160.7 92.0 96.6 151.8 61.9 
MNO: ae: 0i Ba sO ES hell 161.6 159.0 92.0 96.5 150.4r 61.9 
SANG; «ss dearatoreeiignts 161.1 157.8 92.0 96.5 148.7r 62.1 
AGUS... cone eee ass 3 161.2 157.3 92.0 96.5 148.0 62.0 

Percentage Changes 
July, 1949 to Aug., wert +0.1 | +0.2 0 -0.6 -0.3 0.7 +0.1 0 0 -0.5 +0.1 0.2 
Aug., 1948 to Aug., 1949... —3.2 -7.0 +1.9 -7.4 6.4 -8.3 —0.6 +1.9 +2.2 -6.0 +2.5 +3.2 
1Rents surveyed quarterly, January 15, April 15, bBased on food prices for Oct. 14, 1948. eBased on food prices for May 16, 1949. 

uly 16. October 15. eBased on food prices for Jan. 18, 1949. J Based on food prices for July 14, 1949, 

judes ty and dBased on food prices for April 14, 1949. rRevised 


electrici gas. 
aBased on food prices for Aug. 16, 1948. 
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The Demand for Housing 


DEMAND for about seven million houses will 

exist during the next five years. This estimate 
was made by the Federal Reserve Board as the result 
of a recent survey of consumer intentions.* 

Only existing nonfarm spending units were sur- 
veyed, and no allowance was made for demand from 
newly formed families which may enter the market 
for houses. 


“These currently held consumer plans would be con- 
tingent on the continuation of favorable economic con- 
ditions and the availability of suitable houses at accept- 
able prices and on favorable financing terms. . . . Even 
after allowing for excessive optimism, these plans . 
indicate that there is considerable underlying strength 
in the housing market in the years immediately ahead.” 


The results of the survey indicate a somewhat 
firmer demand for houses among nonfarm spending 
units in the younger age groups and among units with 
higher 1948 income. 

In 1948, 2.4 million houses (both old and new) were 
purchased at a total expenditure of $21.3 billion. Con- 
sumer units spent $15.5 billion for 2.2 million houses 
in 1947, and $14.5 billion for 2.7 million houses in 
1946.3 

The increasing availability of new houses during 
the last few years has evidently made older houses less 
attractive. From a high of over two million in 1946, 
the number of old houses bought fell to 1.5 million in 
1947 and 1.6 million in 1948. The market for new 
houses has continued to expand. The number of pur- 
chases rose from under 500,000 in 1946 to about 700,- 
000 in 1947 and increased to more than 800,000 in 
1948. 

During the first half of 1949, net purchases of newly 
constructed nonfarm dwellings plus acquisitions of 
existing units from financial institutions were some- 
what lower than the $3.5 billion spent during the first 
half of 1948. Less was spent in the second quarter of 
1949 than in the second quarter of 1948. 

Such purchases which add to the net holdings of 
individuals aggregated a record $8.0 billion in 1948. 


1The estimate was made by adding the number of nonfarm spend- 
ing units indicating definite plans in early 1949 to buy houses before 
1954 and half of those units mentioning probable plans to purchase 
houses before then. Consumers were queried as to purchase plans 
only. No data were collected on the number of prospective sellers. 
Conceivably a significant proportion of the demand for the seven 
million houses represents transfers between individuals rather than 
an enlargement of the existing inventory of houses. 

“Home Ownership and Expenditures for Housing,” 1949 Survey 
of Consumer Finances, Part V, Federal Reserve Bulletin, September, 
1949, p. 1051. 

3Data for 1946 include some purchases of lots and summer cottages. 


This compared with purchases of $6.2 billion in 1947, 
and $4.1 billion in 1946. 

Chart 1, which shows the relationship between net 
home purchases and nonfarm disposable income, indi- 
cates that purchases in 1948 were still below a straight 
line of relationship fitted to the prewar years 1933- 
1941. This may indicate that home purchases were 
less than might have been expected on the basis of 
prewar experience. 

Net purchases of homes as a percentage of nonfarm 
disposable income rose from a 1933-1941 average of 
2.9 to 4.0 in 1947 and 4.7 in 1948. 


PRICES STAY UP 


The average purchase price of a house as reported 
by the Federal Reserve was $9,000 in 1948, $7,100 in 
1947, and $5,400 in 1946.2, However, the price of new 
homes did not appear to be significantly different in 
1948 from what it was in 1947. The rise in average 
price seemed to be owing to more purchases of the 
higher-priced existing houses rather than a general 
upward shift in real estate values. In fact prices of 

’This rise in the percentage is not inconsistent with home pur- 
chases falling below the line of relationship on Chart 1. Home 
purchases as a percentage of income may not have risen sufficiently 


to keep pace with the prewar tendency for the percentage to rise 
with rising income. 


_ ?>The 1946 average price may have been understated owing to the 
inclusion of prices of summer cottages and lots in the average. 


Chart 1: Nonfarm Net Purchases of Residences 


and Disposable Income 
Sources: Department of Commerce; Taz Conrerence Boarp 
Billions of Dollars 
10 
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identical existing houses have declined steadily since 
1947. Apparently prices of all identical residences have 
declined somewhat during the first half of 1949. 

The rise since 1939 is still great. An indication of 
this rise in prices of residences since prewar is gleaned 
from data compiled by Wenzlick and Company. In 
1949, a typical residence would sell at nearly twice its 
1939 selling price, despite ten years of depreciation. 


HIGHER DOWN PAYMENTS 


Approximately a third of the aggregate purchase 
price of nonfarm houses in 1948 was met through 
mortgage credit. Since about a fourth of house pur- 
chasers paid fully in cash, those who required credit 
tended to finance on the average about half the pur- 
chase price through a mortgage. 


Chart 2: Nonfarm Rental Expenditure and 
Disposable Income 
Sources: Department of Commerce; THe ConrerENce Boarp 
Billions of Dollars 
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The trend during the postwar period has been 
toward larger average down payments, as can be seen 
from the following: 


1948 1947 1946 


Proportion of total expenditure mortgaged. ...... 1/8 1/2 8/6 
Proportion of buyers using mortgage credit....... 8/4 4/5 4/5 
Proportion of purchase price mortgaged by those 

Riemncreditt. Care eS cce te ai ts tic ebay eee 1/2 38/5 3/4 


This may indicate a return to prewar patterns of 
cash payments. 

The dominant factor contributing to the apparently 
relatively lower down payments in the postwar period 
as compared with the immediate prewar years has 
been the large number of veterans in the housing 
market in the last few years. About a third of home 
purchasers were veterans in 1948, while two fifths 
were veterans in 1947. 


Assisted by Veterans Administration loan guaran- 
tees and insurance, veterans were able to buy houses 
on significantly smaller down payments than non- 
veterans. The average mortgage loan by a veteran 
was about a fifth higher than the average nonveteran 
loan in 1948. This divergence, however, was sub- 
stantially less than it was in 1947 when veterans’ loans 
averaged 50% higher than loans to others and in 
1946 when they averaged over 40% higher. 

In general, the influence of the veteran in the post- 
war housing market diminished somewhat in 1948, as 
a smaller proportion of home purchasers were veter- 
ans, and the divergence in the purchasing patterns 
of veterans and nonveterans was less in 1948 than in 
1947. Not only were the average mortgage loans of 
veterans and nonveterans (and presumably down pay- 
ments) closer in 1948 than in 1947, but the percentage 
of all veterans who bought homes in 1948 was closer 
to the percentage of all nonveterans who bought 
homes than it was in 1947. The percentage of veteran 
spending units purchasing homes fell from nine in 
1947 to seven in 1948. For nonveteran units the per- 
centage rose from four in 1947 to four and a half 
in 1948. 

The declining importance of the veteran in the 
housing market seems to be reflected in part in the 
substantial decline during 1947 and 1948 of married 
couples living with others. (See Table 3.) It seems 
that most of the couples, including a large number 
of veterans, who had previously been doubling, pur- 
chased homes in the postwar years.? While a signifi- 
cant part of veteran demand for home ownership has 
been met, it seems that the veteran will probably 
remain a factor in the housing market for several 
years to come. 

An offsetting factor operating for larger down pay- 
ments, postwar as compared with prewar, has been the 
large reserve of liquid assets accumulated during the 
war. About 1.8 million spending units dipped into their 
reserves to purchase houses in 1948. This was some- 
what smaller than in 1947 but probably not signifi- 
cantly different from 1946. 


MORTGAGE DEBT CONTINUES TO RISE 


Mortgage loans*® on one-to-four-family structures 
declined to $4.7 billion during the first half of 1949, 
evidently reflecting lower prices and perhaps larger 
down payments. Notwithstanding repayments re- 
maining high at $3.7 billion, outstanding mortgage 
debt continued to rise—at a reduced rate. 


1The divergence between veteran and nonveteran average loans 
may be overstated owing to the inclusion of junior mortgages, 
ed secured by lots, and loans for repairs among nonveteran 
oans. 

*The FRB reports that 800,000-900,000 nonfarm families which 
bought homes between 1946 and 1948 previously were doubling. 

3Junior mortgages and refinancing are included in this loan total, 
- addition to loans made to purchase, construct, or recondition 
ouses. 
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The postwar rise in mortgage debt has been the 
result of the sharp increase in residential construction 
and the large number of sales of existing houses at 
prices which are high as compared with before the war. 

Mortgage loans amounted to 6.3% of nonfarm dis- 
posable income in 1948. This was somewhat lower 
than in 1946 or 1947, but still higher than any other 
year since 1934. Payments on principal were 3.5% of 
income in 1948, as compared with 3.6% in 1946 and 
1947, 

In contrast to loans, repayments have accounted 
for a stable percentage of income. Excluding the war 
years, the percentage has ranged between 3.5% and 
3.6% since 1937. The higher level of repayments dur- 
ing the early 1930’s is apparently owing to partial 
repayment of the large mortgage debt incurred in the 
late 1920's. 


HIGHER RENTS 


Nonfarm rental expenditures as reported by the 
Department of Commerce rose to a postwar peak of 
$5.1 billion in 1948. Expenditures were $4.9 billion in 
1947 and $4.6 billion in 1946. 

Rental expenditures in 1948 were still below the 
line of relationship fitted with income. (See Chart 2.) 
However, part of this gap is owing to the sharp in- 
crease in home ownership which has occurred since 
prewar (Table 4). Since nonfarm disposable income 


Table 1: Mortgage Debt, Loans, and Repayments 
on One-to-four-Family Structures, 1929-1949 
Sources: Home Loan Bank Board, Federal Reserve Board; 
Tue CONFERENCE BoarD 
Millions of Dollars 


Mortgage| ments on| Change Mortgage 

Year During [Eumeipall) (During | ord of 

Year) ( earie on) Year) 
TOS ate rca 4,407 | 3,065 | +1,342 | 19,481 5.8 4.0 
LOSO cme = ore 3,148 | 3,014 |+ 134] 19,615 4.6 4.4 
O81) ester. tee 2,140 | 2,742 | — 602] 19,013 3.6 4.6 
1980 re teenie. 1,354 | 2,495 | -1,141 |] 17,872 3.0 5.5 
AOSD. eos aoe 1,041 | 2,170 | -1,129 | 16,743 2.4 5.1 
LOSS. Cae haan 8,110 | 2,895 |+ 215] 16,958 6.4 5.9 
LOSE ; Seensctate)- de 2,178 | 2,295 | — 117) 16,841 4.1 4.4 
OSG). wisanse ce ae 2,232 | 2,383 | — 151) 16,690 3.6 3.9 
LOST isaae ates 2,497 | 2,360 |+ 137] 16,827 3.9 3.6 
1988; S..cerae 2,399 | 2,153 |+ 246 | 17,073 4.0 3.6 
OSG cote. 2,845 | 2,310 |+ 535] 17,608 4.4 3.6 
1940%,,...'a07 ae 8,287 | 2,495 |+ '792 | 18,400 4.7 3.6 
O41: \daieeemats 3,953 | 2,953 |+1,000 | 19,400 4.7 3.5 
1948 a dots 3,201 | 3,382 | — 181] 19,219 3.0 3.2 
OSS 6.5 ects nae 3,252 | 3,690 | — 438] 18,781 2.7 3.1 
O44. oc 5 acs Gere 3,857 | 3,860 | - 3 | 18,778 2.9 2.9 
MOAB. ics dimie euctene 4,721 | 4,291 |+ 430] 19,208 3.4 3.1 
NOAG.,. chores auscebete 9,470 | 5,109 | +4,361 | 23,569 6.6 3.6 
1 EOE Re 10,657 | 5,656 |+5,001 | 28,570 6.9 3.6 
ik: [ eee; 10,742 | 5,957 |+4,785 | 33,355 6.3 3.5 

1949" (first pelt) 
estimate......| 4,700 | 3,700 |+1,000 | 34,355 na. |n.a 

ale aby ar and excess payments; terminations arising from refinancing; 


reclosures and voluntary surrenders of titles to properties. 
ary, 
n.a.Not available. 


includes income of both homeowners and tenants a 
drop in rental expenditures would be expected. 

Rent control, of course, was a dominant factor 
holding down rental expenditures. Income per tenant- 
occupied dwelling unit has apparently far outstripped 
median monthly rental payments on nonfarm dwell- 
ings. 

However, as can be seen from the following table, 
the median rent rose in 1948, evidently owing to par- 
tial relaxation of controls and construction of new 
dwelling units. 


Median Monthly Rent of Nonfarm Dwellings 


Sources: Bureau of the Census; Federal Reserve Board 


April! LOADS: ttt ancy BS. ale aia ee ee. Cotas $21 
November, 1945) sj casian nen depen avis Makita 28 
April, 1947.00 01h ee ee 29 
Jannary—March,, 1948istee ene Be cieiscene = Oe 30 
January—March; (1949: das. Hse oes eee aiowehs 33 


VACANCIES DECLINE 


Vacancies in nonfarm dwellings are estimated at 
1.4 million in April, 1949, or 3.9% of total habitable 
nonfarm dwelling units. (See Table 2.) This repre- 
sents a decline in vacancies of more than 200,000 since 
April, 1947, and 500,000 since April, 1940. 

In April, 1940, the 1.9 million vacancies represented 
6.5% of total dwelling units. The decline in vacancies 
between November, 1945, and April, 1947, can be 
traced mainly to a withdrawal of 250,000 dwelling 
units offered for rent. As no increase occurred in the 
number of tenant-occupied dwelling units, it appears 
that a large segment of vacant rental units was 
offered for sale or sold. 

Significant of postwar tightness in the housing mar- 
ket as compared with before the war is the fact that 
more than a million nonseasonal dwelling units were 
offered for sale or rent in 1940 as compared to only 
260,000 in 1947. 


1This factor is most pronounced in 1945, when, despite a rise in 
income, rental expenditures fell. Between October, 1944, and Novem- 
ber, 1945, the percentage of nonfarm tenant-occupied dwellings 
fell from 52.6% to 49.2%. 


Table 2: Nonfarm Vacancies 
Sources: Bureau of Census; Tort ConrerENCE BOARD 
Thousands of Units 


April, 1949] April, 


November,| April, 


estimate 1947 1945 1940 

Total habitable dwellings....| 36,500 | 34,111 | 33,069 | 29,683 
Occupied ss: camagscraa ae 35,000 | 32,457 | 31,281 | 27,748 
Per cent of total........ 96.1 95.2 94.6 93.5 
Vacant!. . Sy ere ee 1,400 1,654 1,788 1,935 
Percent of total......... 3.9 4.8 5.4 6.5 
Nonseasonal............ n.a. 815 890 1,279 
Rorsalecw> secee eee n.d. 94 54 1.132 

Mor rentverie... a ites n.a. 166 416 . 
Others: sits diainde n.d. 555 420 148 


DeHsONAlwceos ees emaim n.a. 839 898 656 


Note: Components may not add to total because of roundin, ing. 

Includes units rented or sold but not yet occupied, units held for absent house- 
holds, units to be demolished, units in litigation, units undergoing extensive repairs, 
units occupied by nonresidents, unoccupied tourist houses, etc. 
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Table 3: Households and Married Couples! 
Source: Bureau of Census 
In Thousands 


Married 
Couples 


Head of 


Household 
ROPIRLES Se Giscie iste. sralee, a 34,949 28,517 1,946 
DSP ay oNets| ences ios tata ae 39,138 33,406 2,861 
UO acy ln 40,720 34,289 2455 
A? eS eee he areas 42,107 35,323 2,156 


INCREASE IN NUMBER OF HOUSEHOLDS OWING TO: 


Change in D 7 
Mere = 2 Doubling? Other Factors 
W9S0-1947) wi. ce esas +4,889 —915 +215 
WOST=I94S. cc kane ee oe +883 +406 +293 
1948-1949... ee +1,034 +299 +54 


MIncludes rural farm. ; ; 

2Decline in the number of married couples where husband is not the head of 
the household. 

New households formed by other than married couples. 


The number of households! increased nearly 1.4 
million between April, 1948, and April, 1949. (See 
Table 3.) A million of this increase represented con- 
tinued growth in the number of married couples, while 
300,000 couples who had previously been doubling 
with relatives or living in other households or board- 
ing houses occupied their own quarters. A decline in 
doubling between April, 1947, and April, 1948, ac- 
counted for an increase of 400,000 households, while 
the increase in the number of married couples added 
880,000. 


The abnormal increase (nearly five million) in the 
number of married couples between April, 1940, and 
April, 1947, occurring concurrently with restricted 
residential construction, engendered a large increase 
in doubling of nearly a million married couples. The 
postwar reactivation of residential construction some- 
what eased the pressure on accommodations and has 
made possible substantial inroads into the number 
of married couples who are doubling. 


TREND TOWARD HOME OWNERSHIP 


The pronounced trend toward home ownership 
which exhibited itself immediately following the war 
continued through 1948. The Federal Reserve reports 
that 51% of nonfarm families owned their own homes 
in early 1949 as compared with 49% in early 1948, 
while 44% were tenants in 1949 compared with 45% 
in 1948? 

Between October, 1944, and April, 1947, the number 
of owner-occupied nonfarm dwelling units increased 
25 million. About 69% of this increase represented 
net new dwelling units, the remainder a change in 
status of existing units from tenant to owner occu- 

1Including farm. 


2The remaining families neither owned nor rented. They included 
mostly older persons, domestic servants, farm laborers, and others 
who received rent-free quarters. 


pied. In 1947, 52.5% of nonfarm dwelling units were 
owner occupied, as compared with 47.4% in 1944 and 
41.1% in 19402 

This large relative increase in home ownership rep- 
resents a continuation of the long-term trend tempo- 
rarily interrupted during the 1930’s owing to depres- 
sion foreclosures. In 1930, 46% of nonfarm dwelling 
units were owner occupied as compared with only 
36.9% in 1890. (See Table 4.) In 1948, 83.2% of all 
Table 4: Tenure of Nonfarm Dwelling Units, 

Selected Years, 1890-1949 

Source: Bureau of Census 

Data on Number of Units in Thousands 


Nonfarm Occu- | Nonfarm Dwelling Units Reporting Tenure 
pied Dwelling 


Units 

Year! Owner-Occupied |Tenant-Occupied 

PerCent} Num- |PerCent 

of Total} ber of Total 
1890. 36.9 | 4,999} 63.1 
1900. 36.5 | 6,213) 63.5 
1910. 38.4 | 8,427) 61.6 
1920. 40.9 | 10,188] 59.1 
1930. 46.0 | 12,352) 54.0 
1940. 41.1 | 16,335} 58.9 
1944. 47.4 | 16,172) 52.6 
1945. 50.8 | 15,403} 49.2 
1947. 52.5 | 15,404) 47.5 
1948.... T0.s, |) Teo eee: 
1949... n.d. n.d. n.d. 


1A]] years refer to April with the exception of 1890 and 1900 (June), 1920 (January) » 
1944 (October), and 1945 (November). 

2The years 1948 and 1949 are data on the number of households. The years 
1890-1930 are data for private families and in most years include quasi-family groups. 

n.a.Not available. 


occupied dwelling units were in nonfarm areas as 
compared to only 62.4% in 1890. 


WHO ARE HOMEOWNERS? 


Over 70% of homeowners earned less than $5,000 
before taxes in 1948. Of nonfarm families with before- 
tax incomes of less than $3,000, about four tenths 
were homeowners, while 73% of families with incomes 
in excess of $7,500 owned their own homes. The aver- 
age value of owned homes was estimated at more than 
$9,000 in early 1949. The average equity of families 
in their homes (value less mortgage) was approxi- 
mately $7,400. However, about a third of owned 
nonfarm dwellings are in rural areas where more 
than half the homes are valued at under $7,500. 

About 65% of managerial or self-employed persons 
and six tenths of retired persons were homeowners in 
early 1949. Many retired persons lived off past say- 


1This does not mean, of course, that nearly 800 million rented 
dwelling units transferred ownership from landlord to tenant. Many 
rented dwellings demolished or destroyed were offset by newly 
constructed or converted owner-occupied units. 

2The number of nonfarm occupied dwelling units as reported by 
the Bureau of the Census differs from the number of families as 
reported by the Federal Reserve because: (1) dwelling units may 
contain more than one family; (2) the definition of nonfarm families 
by the Federal Reserve is more comprehensive than that of the 
Bureau of the Census. 
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ings and fell in the lower-income brackets. They tend 
to inflate the proportion of homeowners in the lower- 
income groups. Half of the professional, skilled and 
semiskilled persons and over four tenths of clerical 
and unskilled persons were homeowners. 

Home ownership is most prevalent among older 


Business 


TRIKES in two major industries and devaluation 
of foreign currencies, along with actual and pro- 
spective tariff changes, overshadowed all other de- 
velopments in the business picture during the past 
month. Price supports, purchases by the Economic 
Cooperation Administration and other government 
actions, however, cushioned the impact of these fac- 
tors. The coal and steel strikes had not yet caused a 
serious slump in consumer buying. Retail sales in the 
aggregate have held up well, largely because increased 
sales of automobiles have offset declines in most non- 
durable goods lines. Department store sales are run- 
ing about 6% below a year ago, but price reductions 
account for most of the decline in dollar volume. 
Industrial activity improved slightly in September, 
with nondurable goods industries making nearly all 
the gains. Durable goods held close to August levels. 
Failure of the heavy goods lines to follow the rise in 
soft goods lines strengthens the belief held in many 
quarters that the August-September recovery 
stemmed from seasonal factors and inventory re- 
plenishments. If so, then the improvement may be 
temporary as replenishment buying has moderated 
recently. A recent survey of anticipated expenditures 
for new plant and equipment made by the Securities 
and Exchange Commission and the Department of 
Commerce indicates a sizable reduction in these capi- 
tal outlays during the current quarter. However, con- 
tract awards for residential building are rising contra- 
seasonally and broke all records for the month of 
September. 


DEVALUATION AND PRICES 


Devaluation and prospects of huge crops caused an 
abrupt halt in the price rise which began last July. 
Prices of zinc and lead softened with the contraction 
in buying to replenish inventories. But copper held 
firm. Consumers’ prices moved ahead slightly in Sep- 
tember, but the drop in food prices since then sug- 
gests a decline in the cost of living for October. Un- 
employment decreased in September. But the steel 
strike is affecting industries cut off from their supply. 
Initial claims for unemployment insurance are rising 


persons. Six tenths of family heads over fifty-five years 
of age were homeowners in 1949, in contrast to less 
than a third among those under thirty-four years of 
age. 
ALAN GREENSPAN 
Division of Business Economics 


Highlights 


again after weeks of steady decline. Business borrow- 
ing picked up impressively after getting away to a 
late start. Security prices moved upward, despite the 
coal and steel strikes. 

Department store sales increased more than season- 
ally in September, after unseasonably hot weather in 
August. The sales index rose to 289 but was 20 points, 
or 6.5%, below a year earlier. Price adjustments ac- 
count for most of the drop; units sales held at high 
levels. 

Department store buying has increased in recent 
months but is not keeping pace with sales. For 
example, the ratio of stocks and outstanding orders 
to sales of the larger department stores (296) was 
4.3 in August, against 4.9 in July and 4.9 a year earlier. 


SALES—RETAIL AND WHOLESALE 


Sales of all retail stores continue to hold up well 
when compared with earlier months this year. August 
sales totaled nearly $10.6 billion. This was slightly 
higher than July and only about 3% below last year’s 
total after allowing for differences in the number of 
trading days. 

Total sales have moved within an unusually narrow 
range this year. But a persistent rise in durable goods 
accounts for the stability. Dollar sales (after seasonal 
adjustment) of nondurable goods stores have de- 
clined almost without a break since June, 1948, partly 
because of price adjustments. In contrast, durable 
goods sales have trended upward since last January. 
But not all durable goods stores are realizing increased 
sales. Demand for building materials and hardware 
rose only slightly in August after a decline from May 
through July. Compared with last year, August sales 
(adjusted) fell about 16%, housefurnishings 127%, and 
jewelry stores about 16%. Price adjustments, of 
course, account for some, but not all, of the decline in 
dollar sales. 

Sales of the automotive group of stores have trended 
upward since last January. Compared with a year 
earlier, they increased 21% in August. Automobile 
sales have declined since, which is usual for this time 
of year. Production has begun to run ahead of sales. 
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In sharp contrast with last year, most dealers have 
ample stocks. 

Wholesalers experienced a better-than-seasonal rise 
in sales during August. Sales rose 12% above July, 
but were about 8% below a year earlier. 

Inventories of wholesalers, valued at cost, declined 
about 2% below the July level and were 7% lower 
than the dollar value of stocks at the end of August, 
1948. The stock-sales ratio (end-of-month stocks di- 
vided by sales during the month) dropped in August 
to 147, or twenty points below a month earlier. 


MANUFACTURERS’ SALES AND INVENTORIES 


Manufacturers’ sales reversed their trend of recent 
months and rose more than seasonally in August. The 
change in direction came after a downtrend of ten 
months’ duration between September, 1948, and Au- 
gust, 1949. 

Inventories of manufacturers dropped $550 million 
during August. Their inventories reached a peak of 
$32.1 billion last February—five months after sales 
attained a postwar high. By the end of August, in- 
ventories had contracted $3 billion, or about 9.3%. 


An End to Inventory Readjustments? 


Has industry reestablished prewar inventory-sales 
relationships? To find an answer, THE CONFERENCE 
Boarp has worked out long-term lines of relationship 
in industries for which data are available. These 
analyses revealed good correlations (above .800) in 
six industries shown in charts 1-6 inclusive. The 
trend line shown in these scatter diagrams is fitted to 
the years shown by the black dots. The July, 1949, 
sales figure was multiplied by twelve to put it on an 
annual basis. The same technique was applied to 

See The Business Record, July, 1948, for a description of technique, 


master formulas and coefficients of correlation for the industries 
shown in charts 1-10 inclusive. 


Chart 1: 


Tobacco Manufactures—Sales and 


Inventories, 1931 to July, 1949 
Sources: Department of Commerce; Taz ConrERENCE Boarp 
Billions of Dollars 


_ INVENTORIES 


July, 1948, sales. A brief analysis of the statistical 
positions of these industries follows. 

The Tobacco industry. The relationship of inven- 
tories to sales in July, 1949, was close to that of a year 
earlier (see Chart 1). Both years are well below the 
prewar pattern. 

Food and kindred products. Inventories at the end 
of July, 1949, were lower than a year earlier. The food 
industry could have carried as much as $700 million 
more in inventories without being “out of line” with 
prewar practices. (See Chart 2.) 

The inventory position of chemical and allied 
products was high in relation to sales in July, 1949, 
and a year earlier. The prewar relationship suggests 
around $1,600 million in inventories. The Commerce 
Department estimate is $323 million above that figure. 
The spread a year earlier was $307 million (see Chart 
8). 


Chart 2: Food and Kindred Products—Sales and 
Inventories, 1931 to July, 1949 
Sources: Department of Commerce; THe ConrEerENcE Boarp 
Billions of Dollars 


2. 
= 
oO 
e 
rr 
SI. 
= 
1.0 
Chart 3: Chemicals and Allied Products—Sales 
and Inventories, 1931 to July, 1949 
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In the rubber and rubber products industry, the 
inventory-sales relationship moved closer to the pre- 
war “normal” during the year ended June, 1949 (see 
Chart 4). 

Printing and publishing. Prewar custom suggests an 
inventory of $430 million for July, 1949; the Commerce 
Department estimates inventories at $769 million 
(see Chart 5). 

Textile mill products inventories are far above the 
prewar relationship to sales, which would indicate 
$1,458 million in inventories. Manufacturers had 
$2,063 million, according to the Commerce Depart- 
ment estimate (see Chart 6). 

In the four other industries where data are avail- 
able (charts 7-10 inclusive) the coefficients of cor- 
relation fall below .800. This means the relationship 
between the two variables, inventories and sales, was 


Chart 4: Rubber Products—Sales and Inventories, 
1929 to July, 1949 
Sources: Department of Commerce; Tae ConrrrENcE Boarp 
Billions of Dollars 


INVENTORIES 


Chart 5: Printing and Publishing—Sales and 
Inventories, 1929 to July, 1949 


Sources: Department of Commerce; THz ConrERENCE BoarD 
Billions of Dollars 


INVENTORIES 


INVENTORIES 


less consistent in prewar years. Deviations from the 
trend line must accordingly be interpreted with cau- 
tion in automobiles and equipment, leather and its 
products, paper and allied products, and petroleum 
and coal products. 


Chart 6: Textile-mill Products (Excluding Apparel) 
—Sales and Inventories, 1931 to July, 1949 
Sources: Department of Commerce; THs ConrerENcE Boarp 
Billions of Dollars 
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Chart 7: Petroleum and Coal Products—Sales 


and Inventories, 1931 to July, 1949 
Sources: Department of Commerce; Toe ConrErENCE BOARD 
Billions of Dollars 


The inventory position of petroleum and coal 
products was below prewar patterns. (See Chart 7.) 
The same applies to manufactures of leather and its 
products as shown in Chart 8. In contrast, the auto- 
mobile and equipment industry’s inventory-to-sales 
position exceeded the prewar pattern by a substantial 
margin. (See Chart 9.) 

The Commerce Department’s estimate for paper 
and allied products places inventories at the end of 
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Chart 8: Leather and Products—Sales and 
Inventories, 1929 to July, 1949 
Sources: Department of Commerce; Taz CONFERENCE Boarp 
Billions of Dollars 
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Chart 9: Automobiles and Equipment—Sales 
and Inventories, 1931 to July, 1949 
Sources: Department of Commerce; Toe ConrrrEncr Boarp 
Billions of Dollars 
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July well in excess of prewar (see Chart 10). But 
the sharp seasonal drop in shipments during that 
month and only a moderate decline in stocks caused 
the disparity. 

Production, sales and new orders reached a low 
point for this year in July, according to the American 
Paper and Pulp Association. However, business 
snapped back in August. Production increased 30% 
to 1,758,000 tons, the highest over-all monthly out- 
put this year. Orders picked up impressively in 
nearly every industry division. The improvement con- 
tinues; paper and paperboard production has recov- 
ered to over 90% of capacity or very close to year- 
earlier levels. 

Of the ten industries discussed, there are back data 
for only one durable goods industry—automobiles and 
equipment. (See Table 1.) Last spring, however, the 
Department of Commerce developed a series of in- 


ventory-sales ratios in some durable goods categories. 
But the industry groups covered by these ratios are 
broad. For example, iron and steel and nonferrous 
metals are grouped together; so are lumber, furniture 
and stone. (See Table 2.) 


Chart 10: Paper and Allied Products—Sales and 
Inventories, 1929 to July, 1949 
Sources: Department of Commerce; Tar Conrmrence Boarp 
Billions of Dollars 
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Table 1: 


Inventory-Sales Relationships 
Source: Tur Conrerence Boarp 
Y=Inventories; X=Sales 


Trend Line Coefii- 
Industry Pail ee cient of 


Millions of Dollars rie 


Tobacco manufactures. . . . ./1931-1940/¥ =0.504105 X -138] .967 
Food and kindred products. |1931—1940/Y¥ =0. 090155 X +305] .961 
Chemicals and allied prod- 

NIGUS eesti tie sty 01s 45-2 hiss 1931-1940) Y =0. 128662 X +228] .950 
Rubber products.......... 1929-1940] Y =0. 172259 X + 58] .897 
Printing and publishing. . . .|1929-1940/Y =0. 058255 X + 56] .896 
Textile-mill products (ex- 

cluding apparel)....... . ./1931-1940/Y =0. 106044 X +491] .818 
Automobiles and equipment|1931—1940]/Y¥ =0. 068535 X +-185] .774 
Leather and products... . . .|1929-1940/¥ =0. 184769 X + 69] .'769 
Paper and allied products. .|1929-1940/Y¥ =0. 090741 X +139] .'749 
Petroleum and coal products!1931-19401Y =0. 049907 X +-6.7| .464 


Table 2: Ratios of Inventories to Sales 
Sources: Department of Commerce; Tum Conrrrence Boarp 


Tron an Total Lumber, 

Period Steel = Total Transport- | Furniture 

Nonferrous | Machinery ation and Stone 

Metals 
ROBO. soe tees vk aopatns 2.83 2.95 1.69 2.27 
CO ie ee - i Sd 2.44 2.64 1.67 2.18 
LED erin rae eran Wi 1.72 2.43 1.88 1.60 
First quarter......... 1.69 2.45 1.97 1.53 
Second aRartae + fe te 1.73 2.39 1.98 1.60 
July... ot pie 2.14 2.76 2.00 1.90 
Third quarter. Hh awe 1.78 2.49 1.87 1.59 
Fourth quarter....... 1.68 2.38 1.72 1.68 
1949 

First quarter......... 1.92 2.74 1.92 2.18 
Second quarter....... 2.18 2.63 1.73 1.96 
LO ee Ginter clone s 2.49 2.82 1.69 1.96 
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Tue ConrereNce Boarp has extended these broad 
series through July, 1949. The table shows the ratio 
of inventories to sales in July, 1949, as lower than the 
average ratio for 1939 in all but the transportation 
group. It is perhaps significant that the ratios were 
moving up to the prewar (1939 average) relationship 
in all these groups except transportation. That ratio 
held above the prewar pattern last year and earlier 
this year; by July, the ratio had dropped to 1.69— 
the same as the 1939 average. 

Aside from statistical relationships, a number of 
factors suggest that manufacturers of nondurable 
goods had become less concerned with inventory posi- 
tions by August and September. These factors include: 
the better-than-seasonal increase in August sales of 
manufacturers; the recovery in the Federal Reserve 
index of nondurable goods manufactures to higher- 
than-June levels, despite sharply curtailed coal-min- 
ing operations; and the rise in commercial, industrial 
and agricultural loans. 


INDUSTRIAL ACTIVITY 


Industrial production rose slightly in September 
after seasonal adjustment. Nondurable goods indus- 
tries accounted for most of the increases. The durable 
goods picture hardly changed at all. 

The July drop is to be attributed in part, at least, 
to the vacation period in many manufacturing lines. 
When the September index is compared with June 
it becomes apparent that durable goods output was 
virtually unchanged from June levels. (See Table 3.) 
Nondurable goods, in contrast, advanced seven points. 

The machinery component of the FRB index 
dropped ten points in July and stayed there during 
August. The iron and steel component of the index 
for August rose only slightly above June. Advance 
ordering to obtain delivery before the steel strike 
helped to push up steel industry operations in Septem- 
ber. A high rate of operations can be expected after 
the steel strike ends if only to fill in gaps which in- 
evitably occur when supply lines are cut. 

Automobile manufacturers are one of the steel in- 
dustry’s best customers.. Iron and steel account for 
about 85% of the weight of a passenger car. The 
automobile component of the Federal Reserve index 
held at 123% above the 1935-1939 average during 
August. That is the same as July and thirteen points 
above June. These unprecedented operations reflect 
demand still carried over from the war. 

Prior to 1942, new-car output ordinarily reached its 
nadir in August and the sales curve hit its low point 
in September. In contrast, car output broke all pro- 
duction records in August this year. Intense demand 
radically affected the prevailing custom of turning 
out new models. Before the war, model change-over 
began generally in August and extended through Sep- 
tember. 


October, 1949 


No final September, 1949, sales figures are yet avail- 
able. But preliminary indications point to a decline 
from the high August levels. Meanwhile, stocks of 
new cars held by dealers have increased steadily. 
Dealers averaged about seventeen cars on hand or in 
transit as of October 1, against fifteen a month earlier 
and thirteen cars on January 31, 1949. Dealers have 
also voiced concern about the high production rate. 

Another factor lending no encouragement to the 
near-term outlook for heavy industries is the freight- 
car building program. Car builders received orders for 
only 123 new freight cars in September. Both car build- 
ers and railroad car shops delivered 6,141 cars. They 
had orders on their books for 22,203 cars on October 
1. This compares with 28,731 cars on September 1; 
last October, nearly 109,000 freight cars were on order. 

Orders for structural steel, miscellaneous gray iron 
castings and new orders placed with copper and brass 
mill fabricators all help to point out the trend in heavy 
goods industries. Both structural steel and gray iron 
castings are closely related to expenditures for plant 
and equipment. These capital expenditures exert a 
potent force within the economy. Orders placed with 
copper and brass mill fabricators are related to both 
producers’ durable goods and consumers’ durable goods. 

Structural steel—New orders for structural steel 
have dropped sharply below last year and the year- 
to-year gap has widened. New orders in the first 
quarter averaged about 130,000 tons a month, or 23% 
less than a year earlier. The gap widened to 32% in 
the second quarter. Orders ran 36% below a year 
earlier in July and August. 

During the first quarter of this year, new orders 
for structural steel exceeded the monthly average for 
1936-1940 by a wide margin, although orders ran 
behind a year earlier. But beginning in April, 1949, 
orders lagged behind both last year and the prewar 
average. (See Table 3.) 

Some of this drop in demand for structural steel 
reflects a decline in building new plants. Contract 
awards for factory buildings ran 38.3% behind a year 
earlier in the nine months ended September. 

Miscellaneous gray iron castings—New orders for 
these castings also lag far behind last year. So far 
this year, new orders passed the 200,000-ton mark 
only in March. Last year, new orders exceeded 300,000 
tons during five months and only dropped below 
225,000 tons once—in July, 1948. Average monthly 
tonnage of new orders through July this year approxi- 
mated 177,900; for the same period last year they 
averaged 285,157 tons. 

Copper—Likewise, mills fabricating copper and 
brass products experienced a sharp drop in business 
when compared with 1948. Orders fell 30% below a 
year earlier in the first quarter of the year. The drop 
steepened in April; then business began to pick up 
slowly. But despite the pickup, new order tonnage was 
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68% behind last year in the quarter ended June, 
1949. Business improved, but combined orders for 
July and August ran only 30% behind a year earlier. 

All these materials are in the primary stage of fabri- 
cation. Industrial activity generated by movements 
of these materials from the primary stages to finished 
products spread like ripples set off by a stone dropped 
into a pond. 

The sizable drop in new orders for these materials 
early in 1949 contributed to the sharp decline in activ- 
ity among hard goods industries (shown by the index 
of durable goods manufactures) starting in April this 
year. New orders moved up from the low points 
reached this year, then subsided in recent months. 


CAPITAL EXPENDITURES 


Business is expected to spend about $17.9 billion 
for new plant and equipment this year. This outlay 
would be $1.3 billion, or 7% less than was spent in 
the record year of 1948. It would, however, be $1.7 
billion more than was expended in 1947, the second 
highest year on record. The figure includes $9.1 bil- 
lion actually spent in the first six months. 

The electric and gas utilities and the railroads are 
spending more in 1949 than in 1948. But all other 
major industry groups are spending less. Railroads 
spent $170 million more in the first nine months of 
1949 than in the comparable period of 1948. But a 
sharp curtailment in the fourth quarter will narrow 
the total increase for the year to about $40 million. 
Electric and gas utilities are still increasing their ex- 
penditures. Their total for the year will be $400 mil- 
lion greater than in 1948. 

In contrast to these expenditures, manufacturing 
companies will spend $1.2 billion less than last year. 


A contraction of new plant and equipment spending 
was noted in the third quarter and is becoming more 
evident in the fourth quarter. Mining will spend $60 
million less. Transportation industries (other than 
railroads) expect to spend $160 miHion less than in 
1948, and $260 million less than in the record year of 
1947. Commercial and miscellaneous expenditures are 
also down. Comparative figures on spending by busi- 
ness classifications for the years 1941 through 1948 
and by quarters through 1948 and 1949 (second half 
of 1949 estimated) are shown in Table 4. 

New construction, valued at $1.9 billion, reached a 
seasonal peak, of about the same level as last year, 
during September. This figure was only fractionally 
below the total for August, 1948, the postwar peak. 
The outstanding development in the construction situ- 
ation was the contraseasonal advance in private home 
building. Residential building may pass the 1925 
peak of 937,000 new units this year. Contracts 
awarded for residential building, as reported by the 
F. W. Dodge Corporation, broke all records in Sep- 
tember. 

The Commerce Department reports a total value 
of new construction of $14 billion for the first nine 
months of this year, or about 1% above the same 
period last year. Many types of private construction 
dropped below levels of a year ago, but public con- 
struction more than made up the difference. 

Private nonfarm residential building was valued at 
$680 million in September, an increase of 3% over 
the August estimate but 4% below September, 1948. 

Industrial and commercial construction activity 
declined in September, continuing well below the lev- 
els of a year ago. Most other types of private non- 
residential building, together with construction by 


TABLE 3: NEW ORDERS AND INDUSTRIAL PRODUCTION, DURABLE GOODS MANUFACTURING 


Sources: American Institute of Steel Construction; Bureau of the Census; Copper Institute; Federal Reserve Board; 
Tus ConFrERENCE Boarp 


New Orders (Thousands of Tons) 


Structural Steel 


Miscellaneous Gray Iron 


Durable Manufacturing! 
Orders Placed with Copper and ee 
Brass Mill Fabricators 


Month 
5-Year 
1949 1948 %Change| Average 1949 
1936-1940 

ETT OIG Bigs co 5 130.4 160.6 -18.8 107.6 189.9 
February........| 108.8 130.1 -16.4 96.3 185.3 
IUPAREE: Sch ons so 3 149.1 Ab, a | -30.0 124.6 210.6 
PERSEAL sata leod b= 5= 98.8 154.1 -35.9 110.8 152.6 
LS ee 117.0 141.8 -17.5 126.2 156.1 
June. 97.0 162.4 —40.3 125.8 184.3 
7, 125.6 TTY. —29.3 152.5 166.3 
PERL tio Bas. di 97.5 172.5 43.5 RES0ah unas. 
fol TLS cL ae (ee pCO? Gl heen os 155001" a... 
BIGEOBOr. f.5c us|) Rec pA A gol A a pO a Ra eee 
November. is). .| «206 LAD Be pit aise ROO Sibi fh. Pad 
December.......] ....- Oe A a Ee eee 

SVS en eee OL eae (ee) aes 


1Index seasonally adjusted. 


% Change 1949 1948 % Change 1949 1948 % Change 
—40.0 94.6 122.6 22.8 227 229 —-0.9 
-89.0 65.1 83.7 —22.2 225 226 —0.4 
-38.0 61.3 110.4 44.5 223 229 -2.6 
—48 .3 37.4 119.3 -68.7 212 O17, -2.3 
-30.7 40.4 124.3 -67.5 201 221 -9.0 
-87.7 56.2 148.5 —§2:2 194 229 -12.6 
—24.4 91.0 119.1 —23 .6 185 219 -15.5 
“oe 70.0 111.8 -37.4 194 223 -13.0 
es as 97.1 Ree s5 195 225 -13.3 
mea et 105.3 Dalaran WS 231 WEEE 
a er TAB eae! erafecgte 229 Pion Pa 
eaatut 118.8 AT Pee 231 ate Bo 
Se 1,372.0 ere aiagrte 
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privately owned public utilities, were practically un- 
changed from August at rates generally above last 
year. 

Publicly financed construction amounted to $557 
million in September, about the same as August but 
18% above a year earlier. Public housing expendi- 
tures (mostly state and local) were at nearly three 
and a half times the year-ago rate. School and hos- 
pital buildings showed small additional gains, main- 
taining substantial leads over last year, while most 
other types of public construction, including highway 
and conservation work, leveled off from the August 
peaks. 

Despite this record volume of construction activity, 
output of materials took an unseasonable dip. During 
July, output of materials dropped 9% from a month 
earlier. Sales dropped and manufacturers’ inventories 
rose. 

Of the twenty materials included in the index com- 
piled by the Department of Commerce, fourteen ma- 
terials declined. Declines occurred in lumber, brick, 
clay sewer pipe, nails, concrete bars and asphalt roof- 
ing materials. Gains were made in cement, cast iron 
radiation systems, cast iron soil pipe and structural 
clay tile. 

Compared with corresponding periods in 1948, over- 
all July production of building material was approxi- 
mately 18% lower than the same month last year. 
Output during the first seven months of 1949 lagged 
about 11% below that achieved in the equivalent 
period last year. 

As to the outlook for 1950, makers of builders’ hard- 
ware report good demand for their products which 


Table 4: Expenditures on New Plant and 
Equipment 
Sources: Securities and Exchange Commission; Department of 
Commerce 


Millions of Dollars 


Other 
Trans- 
porta- 
tion 


Manu- 4 
Period Total | factur- | Mining a 
ing 


1941...........] 8,190) 3,400 680 560 340 2,490 
LOAG. .5. 505 «> +) 6,680) 3,210 440 550 320 1,480 
1946...........] 12,040] 5,910 560 570 660 3,300 
1947...........] 16,180] 7,460 690 910 800 4,430 
gh Meee eee Alek 19,230) 8,340 800 | 1,320 700 5,390 
19404 05 oko 17,920} 7,120 740 | 1,360 540 5,080 
1948 

First quarter. .| 4,170)1,800 | 180] 270] 180 1,240 
Second quarter} 4,820] 2,140 200 | 310 190 1,340 
Third quarter.| 4,830} 2,090 200 320 170 1,360 
Fourth quarter} 5,410} 2,320 220 410 170 1,440 
1949 

First quarter..| 4,460}1,850 | 190 | 360] 130 1,260 
Second quarter| 4,660} 1,880 190 380 140 1,290 
Third quarter*®.| 4,550] 1,770 180 340 140 1,300 
Fourth quarter} 4,250} 1,620 170 280 130 1,240 


Note: Excludes agriculture. Figures for 1941 are Federal Reserve Board esti- 
mates based on Securities and Exchange Commission and other data. 

Mncludes trade, service, finance, and communication. 

?Estimates based on anticipated capital expenditures of business. 


should carry well into next year. Backlogs of some 
companies range up to one year’s output. 


PRICE RISE HALTS 


Prices have turned downward after displaying new 
strength just before mid-September. The all-com- 
modities index dropped from 154.6 (BLS: 1926=100) 
for the week ended September 13 to 152.1 during the 
week ended October 11. Farm products and foods 
were hit the hardest. Nonfarm and nonfood com- 
modities dropped less than one point. 

Prices of raw industrial materials weakened concur- 
rently with devaluation of currencies between Sep- 
tember 18 and September 30. The index stood at 231.1 
(BLS: August, 1939=100) on September 16. By the 
end of that month, the index had slipped to 227.6. 
This downtrend continued. The index was down to 
224.1 by October 7. 

Only a few commodities are resisting the downtrend 
(see Table 5). Print cloth mills are stepping up pro- 
duction in anticipation of good business at least for 


Table 5: Price Changes of Raw Industrial 
Materials 


Source: Bureau of Labor Statistics 


Burlap, yds 6-106 ails «eee 
Copper; Ihsan staan ee teatoes « 


Cottons lb ont. tino bee eet meee .801 
Flaxseed: bul jfch onload eee 3.875 
Hides ib eke, ort tars ahiad eee: . 258 
Lead li gsc.warsshtetiecit tena eee ee 151 
Print:cloth; vd... -cucaecnecmen oF 165 
Rosin} 100: by hp cae oe eee 6.790 
Rubbers Tbi428 1c eae ee . 182 
Shellacsibis.. 3s. 302 serene 605 
SUS bcc ck oe eT ee oortc cit 2.700 
Steel scrap, Chicago, ton.......... 25.500 
Steel scrap, Philadelphia, ton...... 23.500 
Tint, Nb sisal cate Sota kee 1.080 
Wool'tops' Ibvesc1)- ee eee 1.690 
Zinc: Wh. eedw aa a eee 107 
\Nominal. 


the next half year. Demand for hides is substantial 
as shoe production has stepped up sharply. 

Except for copper, nonferrous metal prices have 
softened. But domestic factors, rather than sterling 
devaluation, caused the weakness both in lead and 
zinc. Pressure of foreign lead coming in under the 
price of domestic lead had, however, some effect. Four 
reductions since September 26 have lowered lead 
prices 24% cents a pound, or nearly 14%. 

Consumers replenished inventories of lead, and, as 
stocks grew, demand turned downward. Custom smelt- 
ers soon found scrap intake running ahead of demand 
for refined metal. Foreign lead coming in at prices 
under the domestic market compelled our custom 
smelters to meet that price or lose sales. 

Sales of lead have slipped sharply but end use of 
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lead remains at high levels. Shipments of replace- 
ment batteries are running ahead of last year, and 
building, paint and cable users of lead continue opera- 
tions at a high rate. Lead purchases for inventory re- 
plenishment, therefore, should step up soon. 

Zinc prices have reacted to the impact of the steel 
strike. The strike cut off the galvanizers’ supply of 
steel sheets. Almost half the zinc consumed goes into 
galvanizing. 

Tin prices turned downward with devalution. 


The Reconstruction Finance Corporation reduced 
its selling price for tin 7 cents a pound to 96 cents 
three days after Great Britain marked down Malayan 
tin to 95 cents from $1.03. But demand lags even 
after reductions. Lower demand for solder, babbitt 
metal, alloys and oxides and other products which 
contain tin is the answer. 


Wuu1am B. Harper 
Division, of Business Economics 


Economic Notes 


Swedish Labor for Continued Wage Freeze 


| ‘The governing body of the Swedish Federation of Labor, 
in which all the member trade unions are represented, has 
decided to recommend to the unions that they prolong ex- 
isting collective agreements for another period. A similar 
recommendation was made one year ago, and it was also 
observed by the unions. The decision now taken, however, 
is not to be regarded as final until the farmers, salaried em- 
ployees, and other groups in the same definite way express 
themselves in favor of cooperation to ensure stability in 
*the country’s economy. As soon as their respective positions 
have been made clear, the labor federation will hold 
another meeting. 

“Tn its resolution a year ago the federation emphasized 
that under prevailing conditions a continued improvement 
in the living standard of the workers in Sweden could not 
be achieved by means of higher incomes, but only on the 
basis of an increased production. This year’s statement takes 
note of the fact that the government’s attempts to pre- 
vent further price rises have been crowned with success. 
Many difficulties remain, however, the federation adds. 
A boost in exports, enabling Sweden to import all products 
which are essential to its economy, is still of the utmost 
importance.”—Source: News from Sweden, the American- 
Swedish News Exchange, Inc., Release No. 399, August 28, 


1949. 


Do We Hear a Protest? 


Upon receipt of two reports on fiscal policy unanimously 
approved by fourteen economists, Senator Paul H. Douglas 
said: “I am very happy to find such a degree of unanimity 
among the economic brethren, because we are all aware of 
the wisecrack that was once uttered, that if you laid all the 
economists in the country end to end they would not reach 
a conclusion. There is another variant of that wisecrack, 
that if you were to lay all the economists in the country end 
to end, it would be a good thing.”—Source: “Federal Expen- 
diture and Revenue Policies.’ Hearing before the Joint 
Committee on the Economic Report, Eighty-first Congress 
First Session, September 23, 1949. 


Labor’s Share of Housing Costs 


“Pay roll at the site accounted for about a third of total 
construction cost of new housing built during 1946-1947 in 
eighteen industrial areas surveyed in the area housing pro- 
gram of the Bureau of Labor Statistics. This proportion 
was approximately the same as that in the 1931-1932 
survey [of new housing costs in fifteen cities] (see table 
below). According to bureau findings, the ratio of site 
wages to total construction cost remained fairly stable (from 
about 32% to 38%) over this fifteen-year period when 
economic conditions were changing markedly. The ratio 
for individual projects, however, often departed widely 
from this range. 


Ratio of Site Wages to Total Construction Cost of 
Selected Housing Projects, 1931-1947 


Number Site 
of Aver: 
Projects Dwelling | 25 / of | “Hourly 
i Units |Construc") Parnings 
tion 
Costs 
Miscellaneous projects, 18 areas: 
Single-family dwellings........ 32.7 | $1.63 
Multifamily dwellings......... 82.2 1.63 
Defense housing projects, various 
CLUES forts He Mees os Bh sie OR aloes 32.3 .96 
47 PWA housing projects, various 
CHIES 4. or Rik ae 2k HE alee 37.5 .99 
Knickerbocker Village, New York 
City tae. eee 32.5 | 1.15 
Miscellaneous projects, 15 cities. .. $2.0b n.d. 


aApproximate. , 

bApproximate. For this group, data were obtained only for site wages and mate- 
rial expense, exclusive of contractors’ other expenses and profit. On the assumption 
that other expenses and profit of the contractors and subcontractors were 15% of 
total construction cost, site wages amounted to 31.7% of the total. An allowance 
of 15% for other expenses and profit would be low under normal circumstances, 
but probably quite realistic for 1931-32, 

n.a.Not available. 


“Average hourly earnings were substantially higher in 
1946-1947 than in the early 1930’s. But [the data] suggest 
that material and other costs rose commensurately with 
wages.”—Source: Adela L. Stucke, “Labor Share in Con- 
struction, Cost of New Houses,” in the Monthly Labor Re- 
view, May, 1949, page 517, United States Department of 
Labor, Bureau of Labor Statistics, Washington, D. C., 40 
cents a copy. 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1949,” pages 36, 37) 


July, August, 8 Months, 
1949, to 1948, to 1948, to 


Item 


August, August, 8 Months, 
1949 1 
Industrial Production 
Total (PRB) CS). causal Saree cates 1935-39 =100 |i p 170 162 169 174 191 +4.9 -11.0 -7.1 
Manufacturing (FRB) (S)........ 1935-39 =100 || p 177 |r 168 175 179 197 +5.4 -10 2 -7.0 
Durable goods (FRB) (8) Panuereniss 1935-39 =100 || p 194 |r 185 194 201 223 +4.9 -13.0 -7.0 
Steeli sixes th. wide Sroemieingins oe 000 net tons 6,715 5,779 6,498 7,590 TA47 +16.2 -9.8 +1.3 
Big WOM; a lascle ele tniele Veieelaiens 000 net tons 4,477 4,173 4,819 5,517 5,255 +7.3 -14.8 +5.7 
Copper (refined).............. net tons 85,577 85,638 92,118 98,139 102,798 0.1 -16.8 -15.5 
Lead (refined).........0+0000% net tons 39,362 39,282 46,429 51,605 29,558 +0.2 +33.2 +3.9 
Panei(labyiscacnadc os secoeen net tons 73,819 74,569 73,989 V7, 687 68,180 -1.0 +8.3 +5.7 
Glass containers.............. 000 gross 8,662 8,108 8,036 7,663 8,934 +6.8 -3.0 -9.4 
Eatmber. co cineviclectee seein: million bd. ft. 2,938 2,432 2,778 2,731 3,445 +20.8 -14.7 -15.7 
Machine tools!............... 1945-47=100 || p 68.0 |7 60.7 79.0 72.8 69.8 +12.0 2.6 -10.5 
Machinery (FRB)............ 1935-39=100 || p 216 |r 216 226 232 271 0 —20.3 -13.8 
Transportation equip. (FRB). .|| 1935-39 =100 || p 245 |r 248 239 220 230 -1.2 +65 +3.0 
Automobiles, factory sales... .|]} units 557,370 483,261 493,882 394,703 348,822 +15.3 +59.8 +37.8 
Nondurable goods (FRB) (S)...|| 1935-39=100 |p  164|r 155 160 161 177 +5.8 -1.3 6.9 
Cottonty). 5) teaver cpinem ote bales 664,133 455,106 600,495 580,078 728,863 +45.9 -8.9 21.7 
Wooly ts Biapetataterperuiste eh erc¥e, cme million pounds| n.d. $1.7 Sia7. | meat 49.5 -15.9b -36.0c -33.6d 
Rayomyarntie watsian ane ee s million pound 69.2 58.7 |r 66.8 |r 52.1 71.8 +17.9 -3.6 -13.4 
Food eg “catd. (FRB) (S)...|| 1935-39=100 |p 163 |r 162 164|r 163 156 +0.6 44.5 +2.1 
Chemicala (FRB) (8).....-... 1935-39 =100 226 226 931 234 259 0 -12.7 -5.7 
Newsprint, North American. . .|| short tons 522,583 491,378 | 513,359 519,453 497,995 +6.4 +4.9 +5.6 
Papers3o. 04 ck « sadekaiene % of capacity |p 88.0 72.2 73.6 82.7 96.8 +21.9 -9.1 12.4 
Paperboard: oo iecsascns inate age % of capacity 86 64 75 78 92 +34.4 -6.5 ale hit! 
Boots and shoes.............. thous. of pairs n.d. 33,031 |r 38,509 35,098 31,957 -14.2b +3.4¢ -2.4d 
Cigarettes (small)*............ millions 35,449 |r 25,806 32,849 30,691 34,192 +37.4 +3.7 oe | 
Mining (FRB)(S)i.cccicaeeccess 1935-39 =100 |] p 128 |r 123 134 145 159 +4.1 —19.5 -9.7 
Bituminous coal.............. 000 net tons 37,752 |r 26,748 |r 35,170 | r 47,470 53,779 +41.1 -29.8 -17.7 
Anthracite... oncee sccciiscats 000 net tons |p 3,707 $,921 3,403 4,403 5,129 -5.5 —27.7 25.7 
Crude petroleum?............. 000 barrels n.d. 4,704 4,903 4,972 5,522 —4.1b -14.8¢ -6.6d 
Electric powerv a. ssee ce isece nes nee million kwh 5,528 5,342 5,332 5,246 5,385 +3.5 +2.7 +4.9 
Construction® oy ..cssevetee sees ek 000 dollars 905,748 943,560 945,676 880,344 854,091 —4.0 +6.0 —4.0 
Heavy engineering—Public®........ 000 dollars 101,231 99,485 91,878 86,938 82,694 +1.8 +22.4 +21.7 
Heavy engineering—Private’....... 000 dollars 86,091 55,376 87,348 | 7 63,490 57,379 455.5 +50.0 +15.0 
Distribution and Trade 
Carloadings, total**............... thousand cars 727.8 689.9 7128.3 770.0 890.9 +5.5 -18.3 -12.1 
Carloadings, miscellaneous‘*........ thousand cars 340.2 311.5 329.4 335.3 388.9 +9.2 -12.5 -10.2 
Retail trade (NICB) (S)........... 1935-39 =100 n.a. n.a. 314.8 321.8 331.4 seh see tees 
Department store sales (S)......... 1935-39=100 || p 282 r 279 285 292 309 alot! 8.7 4.6 
Variety store sales (S)............. 1935-39=100 |] p 217.9 |r 215.0 215.6 223.1 223.3 +1.3 —2.4 +2.3 
Rural retail trade (S).............. 1929-31 =100 n.a. n.a. 329.8 3142.7 430.7 aca: 3 et 
Grocery chain store sales (S)7....... 1935-39=100 || p 361.0 |r 358.0 358.4 365.0 364.5 +0.8 =1:0 +0.8 
Magazine advertising linage........ thous. of lines 3,494 2,854 2,814 3,806 396.3 +22.4 -11.8 -7.6 
Commodity Prices 
All commodities (BLS)............ 1926 =100 153.0 |r 153.6 ]7 154.5 155.7 169.8 —0.4 -9.9 -5.3 
Raw muatenials’.22 eres shee ons 1926 =100 161.3 |r 163.2 |)7 164.5 165.9 182.3 -1.2 -11.5 -7.8 
Semi-manufactured articles....... 1926 =100 147.9 146.0 146.5 149.4 161.2 +1.3 -8.3 aaa, 
Manufactured products.......... 1926=100 149.5 149.7 |r 150.7 151.5 164.6 -0.1 -9.2 4.2 
Farm products; ..%¢ -ivsita. fee ot 1926 =100 162.3 |r 166.2/r 168.8 171.2 191.5 2.3 -15.2 -11.6 
Hoods.) Art saseloseeas Guerin 1926 =100 160.6 161.3 162.4 163.8 189.8 —0.4 -15.4 -9.6 
Sensitive industrial (NICB)‘........ 1929=100 132.0 126.5 127.1 130.1 158.6 +4.3 -16.8 -12.9 
Sensitive farm (NICB)*............ 1929=100 170.7 173.1 170.8 168.5 Q17.1 -1.4 21.4 -21.3 
Reta prices eee 1935-39 = 100 n.a. 186.8 188.3 188.3 195.1 —0.85) —4.3¢) -1.2d 
Securities 
Total stock prices (Standard & Poor’ s)|| 1935-39 =100 121.8 117.8 112.0 117.7 127.1 +3.4 4.2 -5.6 
Industrials. 2, ..ao eh oce rek 1935-39 =100 128.0 123.8 117.0 123.5 133.5 +3.4 —4.1 -5.7 
Rairoads 2. Meee eae 1935-39 =100 94.2 90.6 88.4 95.8 119.7 +4.0 -21.3 -16.5 
Pituities:< 208 Bore eee 1935-39 =100 98.5 95.4 93.0 95.3 97.3 +3.2 +1.2 -1.5 
Total no. shares traded N.Y.Stock Ex.|} thousands 28,678 25,739 24,306 24,006 21,032 +11.4 +36.4 —25.4 
Corporate bond yields (Moody’s)...|} per cent 2.92 2.98 3.00 3.00 3.0 2.0 -5.5 2.5 
Financial Indicators 
Bank debits, outside New York City’|| million dollars 52,215 51,898 |* 55,386 52,003 54,118 +0.1 -3.5 -1.5 
New capital corporate issues....... 000 dollars 116,501 429,688 | 1,211,488 294,929 259,361 -712.9 -55.1 -1.2 
Refunding issues.................. 000 dollars 8,119 17,864 30,519 $1,250 2,090 -54.6 +288 .5 -36.2 
Comm., industrial and agric. loans‘.|| million dollars 12,916 |r 12,929 |r 13,349 13,815 14,809 -0.1 -12.8 2.4 
Total personal income (S)®......... billion dollars 211.5 209.7 |r 211.9 213.1 215.4 +0.9 -1.8 +1.4 
Money in circulation, end of month." million dollars 27,389 27,394 27,493 27,507 28,055 -0.0 2.4 -1.6 


SAdjusted for season variation ‘Shipments  *Consumption; cigarette consumption measured by tax-paid withdrawal _ *Average dail rere weekly §5F, W. Dodge 
‘Engineering News- Record—average weekly 7Grocery and combination chain store sales 8140 centers *Annual rate aJuly, 1948 bPercentage change, 5 ee 1949 to July, 
1949 organ change, July, 1948, to July, 1949 dPercentage change, 7 months, 1948, to 7 months, 1949 eEstimated n.a.Not available pPreliminary *Value as 
traffic indicator subject to variations in length of haul and amount loaded. rRevised 
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Earnings, Hours and Employment Trends 


aa AVERAGE work week in manufacturing in- 
dustries was somewhat extended between July 
and August, but it still remained under forty hours. 
This has been the general pattern during all of 1949, 
with the high at 39.5 in January and the low at 38.4 
in April. This August, weekly hours amounted to 
39.0, while a year ago the average was 40.1—in line 
with the slightly-over-forty trend that was established 
after V-J day and persisted through the end of 1948. 
Following the July peak of $1.409, the average hour- 
ly earnings of production workers declined 0.6% in 
August; their weekly return also registered a small 


Indexes of Production Worker Employment and 
Weekly Pay Rolls in Manufacturing Industries 


Source: Bureau of Labor Statistics 
1939 Average=100 


1948 1948 


decrease according to the latest survey made by the 
Bureau of Labor Statistics. Both durable and non- 
durable goods producers reported lowered hourly 
earnings over the month, with a fifteen-cent differen- 
tial existing between the two classifications. This was 
approximately the same as last August. 

In the bureau’s revised schedule, there is a one 
month lag in the publication of production-worker 
employment totals and the corresponding series of 
average earnings and hours. July, therefore, is the 
most recent month for which employment figures are 
available. 

Because of a decrease in the number of workers in 
durable goods industries, the over-all total in manu- 
facturing showed a decline of 129,000 persons or 1.1%. 
Ordnance and accessories, primary metals and ma- 
chinery were all influential in this decline. The only 
industry to register a sizable increase was food, reflect- 
ing a seasonal peak in canning and preserving. 

The earnings, hours and employment data pre- 
sented in the accompanying table supersede the 
previously published series. These completely revised 
figures incorporate the reclassification of individual 
establishments according to postwar manufacturing 
activities and are adjusted to new benchwork levels. 
They also reflect the new standard industrial classifi- 
cation coding structure, which redefines several indus- 
tries and provides new industrial groupings. 


ExizasetH M. CAseELLti 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT, PAY ROLLS, PRODUCTION WORKERS, MANUFACTURING INDUSTRIES! 
Source: Bureau of Labor Statistics 


All Manufacturing Industries 


Indexes 


Durable Goods Nondurable Goods 


Aver: Aver Ave’ 1939 Average =100 Avera; Aver Aver: Aver: 
Hourly Weekly Wee Wee Weekly Weekly Weekly 
arnings Earnings Hours Earnings Hours Earnings Hours 

Employment| Pay Rolla 
OA I: orsrsaiterav arena $1.356 $53.97 39.8 153.5 346.5 $1.417 $56. 54 39.9 $1. 284 $50.85 39.6 
7A Pa) | ee ee Lis 55.06 40.1 156.3 360.1 1.441 58.50 40.6 1.298 51.07 39.5 
September........ 1.386 55.16 39.8 158.9 366.8 1.457 58.28 40.0 1.304 51.64 39.6 
October... :...... 1.390 55.60 40.0 157.6 366.7 1.462 59.50 40.7 1.302 50.91 39.1 
November...... 1.397 55.60 39.8 155.9 362.8 1.463 59.11 40.4 1.317 51.63 39.2 
December........ 1.400 56.14 40.1 153.5 360.7 1.466 59.67 40.7 1.319 51.84 39.3 
1949 January Hit Hee ge AR 1.405 55.50 $9.5 148.9 345.9 1.467 58.83 40.1 1.327 61.35 38.7 
February Be a 1.401 55.20 39.4 147.4 340.4 1.466 58.49 39.9 1.3293 51.33 38.8 
LIES Oe Tae 1.400 54.74 39.1 145.3 8332.8 1.464 57.83 39.5 1.323 51.07 38.6 
RPI oe ceca biruscia 2 1.401 53.80 38.4 141.8 $19.2 1.467 57.21 39.0 1-821 49.67 37.6 
Maye) 4225. aa 1.401 54.08 38.6 138.2 $12.8 1.467 57.21 39.0 1.323 50.41 38.1 
June. 1.406 54.55 38.8 138.4 $15.8 1.476 57.86 $9.2 1.325 61.01 838.5 
July. SO Ar ia: 1.409 54.67 38.8 136.8 312.9 1.478 57.35 38.8 1.332 51.68 38.8 
Augustp 1.400 54.60 SOT EAE hice 1.474 57.63 39.1 1.320 51.35 38.9 
tRevised series pPreliminary estimate 
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Business Forecasts 


Lewis H. Haney, New York University (in address to 
Federal Wholesale Druggists Association, October 5)— 
“We have been undergoing a real business recession which 
has been either interrupted or stopped at some sort of 
bottom. An upswing may therefore be reasonably ex- 
pected to carry on for the usual period of a cycle, say for a 
year or so, possibly to about 1952. . . . If we have re- 
covery, however, it will lead to a second postwar boom, 
and be followed by the inevitable secondary postwar 
recession,” 


Q. Forrest Walker, economist, R. H. Macy & Co., Inc. 
(in address to New York Council, American Association 
of Advertising Agencies, October 5)—“It is prudent to re- 
gard the recent improvement as an interruption of a longer 
readjustment that proceeded too fast in its early stages. 

. Moderate further downward readjustments (in com- 
modity price relationships) are likely after a brief con- 
tinuation of current firmness. 


“For the fourth quarter and well into 1950, industrial 
production seems likely to be maintained at a high level. 
. Estimates of disposable income for the fourth 
quarter indicate a decline of about 5% from the correspond- 
ing quarter of 1948. For the first half of 1950 . . . income 


payments promise to be fairly close to the levels of the 
first half of 1949.” 


Sumner H. Slichter, Harvard University (in address to 
the American Meat Institute, September 21)—The imme- 
diate outlook for business is the maintenance of substantially 
the present levels of production and employment with the 
underlying movement slowly upward. . . Unless busi- 
ness concerns seek more aggressively to increase their sales, 
however, the recovery will not be as complete as one would 
like to see it, and unemployment will probably hover 
around 3.5 million. . . . The time has come therefore for 
the country and businessmen in particular to consider how 
the rate of spending by individuals and business concerns 
can be stimulated.” 

Association of American Railroads, Regional Shippers 
Advisory Boards (National Forecast, September) —Fourth- 
quarter freight-car requirements of thirty-two principal 
commodities are estimated to be 8.7% below the same 
period of 1948. Items which are expected to decrease 
more than 15% are grain, potatoes, poultry and dairy 
products, ore and concentrates, iron and steel, and machin- 
ery and boilers. Frozen foods are expected to rise 19.7% 
above a year earlier. 

National City Bank of New York (Monthly Letter, 
October) —“It is hardly to be expected that if our imports 
are well maintained our exports will decline much. . . . 
Pessimism as to the effects of devaluation on United States 
exports may be overdone.” 

Independent Petroleum Association of America (October) 
—Total United States demand for petroleum products dur- 
ing the coming winter will be 472,000 barrels per day greater 
than last winter, and will average 6,710,000 barrels per day 


during the six months ending March. 31. However, new 
supplies needed to meet this demand will be only 6,405,000 
barrels per day, or 105,000 barrels less than last year, be- 
cause the committee estimates that stocks will be reduced 
by an average of 305,000 barrels per day. 


Standard and Poor’s (Industry Surveys—Textiles, Sep- 
tember 29)—“Cotton: Final-half profit margins will be 
well below a year earlier despite improvement over the 
poor first-half spreads. Earnings for 1949 will be sharply 
below the fairly good results of last year. 

“Rayon: Second-half shipments will be smaller than a 
year ago. Margins will improve over the depressed second- 
quarter spreads, but lower prices will keep profits well be- 
low the final half of last year. 


“Wool: Demand for men’s shirts, shorts, and pajamas, 
and women’s hosiery and underwear may be slightly better 
during the balance of the year. However, with prices 
about 10% to 20% lower on most lines, unfavorable sales 
comparisons are expected in the final half.” 


John F. Krey, chairman of the board of directors of the 
American Meat Institute (44th annual meeting, September 
19)—“Increased competition for the meat dollar, further 
catching up in steel, a tapering off from the record levels 
in automobile output, and a continued cautious spending 
attitude on the part of consumers are all factors which 
will prevent the demand for meat from being as strong 
during the remainder of 1949 as a year ago, and some 
further decline compared with the first half of the year 
seems probable. With respect to next year, the 
outlook is that meat production will be about 23,500,000,- 
000 pounds, a billion and a half more than this year. De- 
spite the increase in population, this production will mean 
an increase of 5% in meat consumption per capita over 
this year.” 


Department of Agriculture (Demand and Price Situation, 
August; released September 10) —“Supplies [of farm prod- 
ucts] will continue to exert a downward pressure on prices 
in the next few months as the large volume of crops in pros- 
pect for 1949 is harvested. Production of all crops for 
1949 was estimated on August 1 at 180% of the 1923-1932 
average. 

“The number [of hogs] marketed will be considerably 
larger than last year, because of the 15% bigger pig crop 
this past spring than a year earlier. As a result, the 
seasonal decline in hog prices this fall may be somewhat 
greater than the twenty-year average of 18%. It is possible 
that hog prices will reach support levels at some time dur- 
ing the fall or winter.” R.N. 


Monetary Management—An attempt to indicate “the 
role played by money in the economy and the powers of 
monetary authorities in regulating the volume, availability 
and cost of money” in order to influence economic 
activity. E. A. Goldenweiser, McGraw-Hill Book Company 
Inc., 1949, price $2.75. 


Balance of Payments Yearbook, 1938, 1946, 1947—The 
first in an annual series of yearbooks containing the balance 
of payments of the principal nations of the world. Inter- 
national Monetary Fund, Washington, D. C., 1949, price $5. 
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Status of War Controls—Four Years After 


HAT has happened to the host of war con- 

trols instituted since the President’s emergency 
proclamation on September 8, 1939? What is the 
status of the controls and other provisions of federal 
statutes affected by the termination of hostilities, the 
war or emergency? 

An examination reveals that although the bulk of 
these six hundred or so provisions has been termi- 
nated, a substantial number are still in force. In the 
accompanying tabulation, thirty-one of them and 
their present status are listed. Fifteen of these are 
still in effect—four have become permanent law, one 
has no termination date, two will expire with the ter- 
mination of the September 8, 1939, emergency, and 
the other eight have various expiration dates ranging 
from December 31, 1949, to July 25, 1956. 

Price supports for agricultural commodities and 
export controls are two of the salient statutes still in 
operation. 

Five of the listed items have been partially re- 
moved. Among them are: insurance of veterans’ hous- 
ing mortgages, with certain exceptions; some priori- 


ties in deliveries of materials for Army and Navy con- 
tracts; all phases of price control other than rent 
(which is scheduled for decontrol on June 30, 1950, or 
by President’s proclamation, or by concurrent resolu- 
tion of the two Houses of Congress) . 

The other eleven appearing have been lifted in their 
entirety. Notable among these are the authority of 
the Federal Reserve System to control consumer 
credit, suspension of duties on scrap iron, scrap steel, 
etc., and authority of the Federal Housing Adminis- 
tration to insure banks, trust companies, etc., against 
losses on certain loans for financing alterations to real 
property. 

The significance of what has transpired in the area 
of war powers seems to be that the vast authority of 
the government amassed during the war has been con- 
siderably reduced. However, many important sectors 
of the economy continue to be regulated by these 
wartime statutes. 


Suirtey S. HorrMan 
Division of Business Economics 


STATUS OF MAJOR WAR POWERS 


War Powers 


Agriculture 


Statutory Basis 


Expiration Date as of 


Date when Expired or 


ptember 1, 1945 Current Expiration Date 7 


1. To recruit and transport labor where} April 29, 1943 (57 Stat. 70-72); Extended | December 31, 1945 
needed to help assure production and] Feb. 14, 1944 (58 Stat. 12); July 28, 1946 
harvesting of essential agricultural] (Public Law 521, 79th Cong.); August 9, 
commodities. 1946 (Public Law 707, 79th Cong.); April 

28, 1947 (61 Stat. 55, ch. 48). 

2. Provision for liquidation of labor sup-| August 14, 1946 (Public Law 731, 79th 

ply centers. 


December 31, 1947, but 
superseded July 3, 1948 
(62 Stat. 1238, ch. 823) 
which expired June 30, 
1949. 


When need ceases to} June 30, 1950 

Cong.); April 28, 1947 (61 Stat. 55-43);| exist or July 1, 1947, 

July 31, 1947 (61 Stat. 694, ch. 413); Public] whichever is earlier. 

Law 80, 81st Cong. 

$. Authority for loans by the Commodity | Oct. 2, 1942 (56 Stat. 767-768, ch. 578,| December 31, 1948 
Credit Corporation on crops of a basic] sec. 8); amended June 30, 1944 (58 Stat. 
commodity harvested prior to Decem-| 648, ch. 325, sec. 204); Agricultural Act of 
ber 31, 1948, at 90% of parity (92144%| 1948, July 3, 1948. 
in the case of cotton). 


4. Authority of Secretary of Agriculture | July 1, 1941 [55 Stat. 498, sec. 4(a)]; amended | December 31, 1948 
to maintain price supports for nonbasic| Oct. 2, 1942 (56 Stat. 768, ch. 578, sec. 9); 
agricultural commodities. July 25, 1947 (61 Stat. 451, ch. $27, sec. 8); 

1 8, 1948 [62 Stat. 1248, ch. 827, sec. 

1 


January 1, 1950, with 
new regulations for 
price support after 
January 1, 1950. 


Permanent program 
with reduction of scale 
after January 1, 1950'. 


Armed Services 


1. Authority of the Secretary of the Navy | Title III, Second War Powers Act, March 27,| December 31, 1945, or|Some priorities powers 
to contract for naval vessels, aircraft,| 1942 (56 Stat. 177-180, ch. 199, title III,} by concurrent resolu-| expire June 30, 1949, 
tools, etc.; provisions for priorities in| sec. 301); extended June 29, 1946 (Public| tion of the two Houses| and others June 30, 
deliveries of materials for army and| Law 475, 79th Cong.). Certain priority| of Congress, or by| 1950. 
navy contracts including delivery under} powers extended by acts of July 15, 1947} President. 
lend-lease contracts. (61 Stat. 322, ch. 248, sec. 3); Feb. 28, 1948 

(62 Stat. 58, ch. 85); June 4, 1948 (62 Stat. 
$42, ch. 419); Public Law 153, 81st Cong. 


1This permanent policy is continued in the 1949 measure (H. R. 5845) with postponement of the reduction, and is now awaiting the President’s signature. 
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Armed Services—Continued 


2. To provide for installations for manu- 
facture of military equipment, at mili- 
tary posts, plants, etc. (including 
privately owned plants), and for stor- 
age and shelter, to exchange surplus 
equipment and to dispose of plants. 


8. To use strategic and critical materials, 
acquired to supply industrial, military 
and naval needs of the country and to 
prevent the dependence of the United 
States upon foreign nations for such 
supplies only at the President’s order 
in time of war or when there is a 
threat of war. 


Federal Reserve System 


1. Authority of the Federal Reserve 
Banks under title IV of the Second 
War Powers Act, to purchase govern- 
ment obligations up to a total of $5 
billion at any one time. 


2. Authority to control consumer credit. 


Foreign Trade 


1. Export Control Act authorizes the 
President to regulate exports from the 
United States. 


2. Suspension of duties on scrap iron, 
scrap steel, etc. 


3. Authority of the President to carry out 
lend-lease contracts and expenditure of 
funds received from sale of lend-lease 
goods. 


Housing 

1. Federal Housing Administration is 
authorized to insure banks, trust com- 
panies, etc. against losses on certain 
loans for financing alterations, etc. to 
real property. 

2. Federal Housing Administrator is au- 
thorized to insure veterans’ housing 
mortgages. 


$3. Broad authority with respect to ac- 
quisition of land, construction, demo- 
lition, extension, and repair of buildings 
and the management of housing units 
and communities constructed by public 
financing with reference to defense 
housing. 

4. Authority of the National Housing 
Administration under the Lanham Act, 
Sec. 304, to adjust rents to the income 
of persons temporarily housed. 

5. Time limit for disposal of temporary 
housing by the National Housing Ad- 
ministration with certain exceptions is 
2 years after termination of limited 
emergency. 


July 2, 1940 [54 Stat. 712-713, ch. 508, 
secs. 1(a) and 1(b)]; extended June 5, 1942 
(56 Stat. 317, ch. 340, sec. 13) 


June 7, 1939 (53 Stat. 811, sec. 4); amended 
July 23, 1946 (Public Law 520, sec. 5, 
79th Cong.) 


Title IV, Second War Powers Act, March 27, 
1942 (56 Stat. 180, ch. 199, title IV, 401); 
amended June 29, 1946 (Public Law 475, 
79th Cong.); April 28, 1947 (61 Stat. 56, 
ch. 44) 


Act of Oct. 6, 1917, Section 5(b), as amended, 
and Executive Order No. 8843, (Regulation 
W) on Aug. 9, 1941; Aug. 16, 1948 (62 Stat. 
1291, ch. 836, sec. 1) 


July 2, 1940, (54 Stat. 714); extended May 
23, 1946 (Public Law 389, 79th Cong.); 
June 30, 1947 (61 Stat. 214, ch. 184); 
July 15, 1947 (61 Stat. 323, sec. 4); Dec. 30, 
1947 (61 Stat. 946, sec. 3) 


March 13, 1942 (56 Stat. 171, ch. 180); 
Aug. 8, 1947 (61 Stat. 917, ch. 515); June 8, 
1948 (62 Stat. 344-5, ch. 426) 


March 11, 1941 [55 Stat. 32-33, ch. 11, secs. 
8(c), 6(b)]; extended April 16, 1945 (59 
Stat. 52, ch. 61, sec. 1); July 25, 1947 (61 
Stat. 450, ch. 327, sec. 1) repeals sec. 6(b) 


June 3, 1989 [53 Stat. 804, ch. 175, sec. 
2(a) ]; extended Oct. 15, 1943 (57 Stat. 571, 
ch. 259, sec. 3); June 26, 1947 (61 Stat. 182, 
ch, 152); July 15, 1949 (Public Law 171, 
81st Cong. sec. 201) 

March 28, 1941 [55 Stat. 56, ch. $1, sec. 
603(a)]; extended May 22, 1946 [Public Law 
388, sec. 10(a), 79th Cong.]; June 30, 1947 
(61 Stat. 193, sec. z); Aug. 10, 1948 (62 Stat. 
1268, ch. 832) 

Oct. 14, 1940, (54 Stat. 1127, sec. 4), amended 
June 28, 1941 (55 Stat. 863, sec. 4(a), 1939 
emergency, sec. 301); April 10, 1942 (56 
Stat. 212, ch. 239, sec. 1), and June 23, 
1945, (59 Stat. 260, ch. 192). 


Jan. 21, 1942 (56 Stat. 12, ch. 14, sec. 6) 


July 7, 1948 (57 Stat. 388, ch. 196, sec. 4); 
June 28, 1948 (62 Stat. 1064, ch. 688, 
sec. 4) 


Six months after war.} Unchanged 


Permanent law, effec-| Unchanged 
tive during any war or 
national emergency. 


March 31, 1947 July 1, 1950 


No specified expiration | June 30, 1949 


date. 


February 28, 1949 [Su- 
perseded by new law 
of Feb. 26, 1949 (Pub- 
lic Law 11, 81st Cong.) 
which expires on June 
30, 1951] 


June 30, 1949 


June 30, 1946 


Termination of unlim- 
ited emergency pro- 
claimed May 27, 1941. 


June 30, 1946 June 30, 1946 (except 
as to contracts pre- 
viously entered into, 
the President may ex- 
ercise his powers until 


July 1, 1949). 


July 1, 1947 Sept. 1, 1949 


June 30, 1948, with 
certain exceptions. 


June 30, 1947 


Termination of Sept. 8, | Unchanged 


1939, emergency. 


Termination of Sept. 8, | Unchanged 


1939, emergency. 


2 years after termina-| Jan. 1, 1950 
tion of Sept. 8, 1939, 


emergency. 
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War Powers 


Housing—Continued 

6. Authority of the Federal Works Ad- 
ministration to provide certain educa- 
tional facilities for educational institu- 
tions when required for veterans’ 
education under section 504 of the 
Lanham Act is to terminate 9 years 
after present war. 


Mediation and Arbitration of Labor Disputes 


1. Authority of the President to take 
possession of plants, mines, etc., and 
to operate same until 6 months after 
termination of hostilities. 


Merchant Marine 


1. Authority of the President to purchase, 
requisition, etc., foreign merchant ves- 
sels lying idle in waters under juris- 
diction of the United States and of the 
United States Maritime Commission to 
charter foreign vessels and to recharter, 
insure, purchase, etc., same, extended 
until 6 months after the present war. 


2. Time limit for sale or charter of war- 
built vessels by United States Mari- 
time Commission under the Merchant 
Ship Sales Act is Jan. 1, 1948. 


Office of Price Administration 


1. To control prices of commodities and 
rents. 


Public Lands 


1. Authority of the Secretary of the In- 
terior to lease or sell public lands for 
use in connection with manufacture of 
arms, etc., until 6 months after ter- 
mination of the unlimited emergency. 


Reconstruction Finance Corporation 


1. To manufacture strategic and critical 
materials necessary to the national de- 
fense in plants which it has acquired 
by lease or by engaging in such manu- 
facture itself. Prior to July 1, 1945, 
this power was exercised by Defense 
Plant Corporation, Metals Reserve 
Company, Defense Supplies Corpora- 
tion, and Rubber Reserve Corporation. 

2. To buy and sell strategic or critical 
materials or to pay subsidies to do- 
mestice producers in order to stimulate 
production. 

3. To service and administer loans and 
other transactions entered into by 
Smaller War Plants Corporation under 
its authority. Prior to July 1, 1945, 
this function was discharged by the 


Statutory Basis 


Expiration Date as of 
ptember 1, 1945 


August 8, 1946 (Public Law 697, sec. 2,| Dec. 31, 1955 


79th Cong.); July 25, 1947 (61 Stat. 453, 
ch. $27) 


Selective Service Act of 1940, as amended by| June 30, 1947 or by 


the War Labor Disputes Act, June 25, 1943 
(57 Stat. 163-168, ch. 144). 


June 6, 1941 (55 Stat. 242-245, ch. 174), 
extended June 16, 1942 (56 Stat. 371, 
ch. 416). 


March 8, 1946 (Public Law 321, sec. 14, 
79th Cong.); June 28, 1947 (61 Stat. 191, 
ch. 161), Feb. 27, 1948 (62 Stat. 38, ch. 78), 
Feb. 28, 1949 (Public Law 12, 81st Cong.); 
June 29, 1949 (Public Law 28), 81st Cong.) 


January 30, 1942 [56 Stat. 24, ch. 26, 
sec. 1(b)] extended July 25, 1946, (Public 
Law 548, sec. 1, 79th Cong.). Rent control 
transferred to Office of Housing Expediter, 
June 30, 1947 (Public Law 129, 80th Cong.), 
and Office of Housing Expediter was con- 
tinued through June 30, 1950, on March 30, 
1949 (Public Law 31, 81st Cong.). 


concurrent resolution 


by Congress. 


June 30, 1947 


June 30, 1946, or by 
President or by con- 
current resolution of 
Congress. 


June 5, 1942 (56 Stat. 323, sec. 4), July 25, | Six months after termi- 


1947 (61 Stat. 450, ch. $27, sec. 1) 


nation of unlimited 
emergency. 


June 30, 1945 (Public Law 109, 79th Cong.) | No specific termination 


date. 


Emergency Price Control Act of 1942, sec. | June 30, 1946 


2(e); (Public Law 548, 79th Cong.) 


June 30, 1945 (Public Law 109, 79th Cong.) | No specific termination 


date. 


427 


Date when Expired or 
Current Expiration Date 


July 25, 1956 


December 31, 1946, ter- 
mination date of Presi- 
dent’s authority to 
take over plants; June 
30, 1947, termination 
date of authority to 
operate plants taken 
over, 


June 30, 1947 


June 30, 1950 


Price control of com- 
modities discontinued 
November 9, 1946 by 
President in Executive 
Order with exception 
of rice and sugar which 
were decontrolled June 
30, 1947. Current ex- 
piration date for rent 
control is June 30, 
1950 by President’s 
proclamation or by 
concurrent resolution 
of the two Houses of 
Congress. 


Repealed July 25, 1947. 


June 30, 1947 (except 
with respect to pro- 
grams, projects or com- 
mitments outstanding 
on such date). 


June 30, 1947 


June 30, 1947 (except 
with respect to pro- 
grams, projects or com- 
mitments outstanding 
on such date). 


Defense Plant Corporation. 
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STATUS OF MAJOR WAR POWERS—Continued 
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Expiration Date as of Date when i or 


Statuary Beste September 1, 1945 Current Expiration Date 


War Powers 


Revenue Measures 


1. Adjustments are allowed on the net| Oct. 21, 1942 (56 Stat. 814-815, sec. 119;| No specific termination Unchanged 
income of taxpayers working on last-| 852-856, sec. 156); Aug. 8, 1947 (61 Stat.| date. 
in-first-out inventory method during} 918, ch. 515, sec. 8); Feb. 25, 1944 (58 
tax years beginning Dec. 31, 1940, and} Stat. 34, ch. 63, sec. 110) 
prior to Jan. 1, 1948. Losses due to 
property destroyed or seized in the 
course of military or naval operations 
or under enemy control in the war shall 
be allowed for in computing income 
taxes. (Income adjustment for re- 
placement of inventory is allowed in 
any taxable year ending prior to 
Jan. 1, 1951.) 

3. Time limit for war taxes and war tax| February 25, 1944 [58 Stat. 61-63, ch. 63, | July 1, 1947 
rates; suspension of manufacturers’| sec. 302; 64, sec. 304; 68, sec. 309(b)]; 
excise tax on luggage; draw-back on| amended March 11, 1947 (Public Law 17, 
distilled spirits used in manufacture of | 80th Cong.), which repealed termination 
certain nonbeverage products is ex-| date. 
tended indefinitely. 


4. Time limit for tax exemption of certain | February 25, 1944 [58 Stat. 66, sec. 307(b)]; | July 1, 1947 
shipping by the War Shipping Admin-| Nov. 8, 1945 (59 Stat. 576, ch. 453, sec. 308). 


Now a permanent pro- 
vision of law. 


July 1, 1947, as to War 
Shipping Administra- 


istration; exemption from excise taxes 
on sales for use of the United States 
on payments for telegraph and tele- 
phone messages, etc. was 6 months 
after termination of hostilities. 


. Time limit for increase in postal rates, 
fees, and charges is 6 months after 
termination of hostilities. 


Surplus War Property 


1. Time limit for the Surplus War Prop- 
erty Disposal Act, which establishes 
the procedures for the orderly disposal 
of surplus property, is 3 years after 
termination of hostilities. 


February 25, 1944 (58 Stat. 69-70, secs. 
402(a), 403, 405, 409-410); June 30, 1947 
(61 Stat. 213-214, ch. 183); July 3, 1948 
(62 Stat. 1261-1267, ch. 830, Title II). 
Increased rates permanently. 


Oct. 3, 1944 (58 Stat. 784, ch. 479, sec. 38); 
repealed June 30, 1949 (Public Law 152, 
81st Cong.) 


July 1, 1947 


Dec. 31, 1949 


tion exemption. Time 
limit for exemptions of 
purchases for the 
United States, etc. re- 
placed November 8, 
1945. 

Entirely superseded by 
permanent laws. 


Repealed June 30, 1949. 


—$————————— Se a a eee 
Note: The limited emergency proclaimed by the President on September 8, 1939, has not been terminated. nor the unlimited emergency 
of May 27, 1941, nor the war. Termination of hostilities was proclaimed by the President on December 31, 1946. 


